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This listing does not affect the legal status of any 
document published in this issue. 


Enforcement 
34-10461 L. E. Cranford, et al. 
Administrative proceedings ordered on 
alleged net capital violations. 

Equitable Equities, Inc., et al. 
Administrative proceedings ordered on 
alleged net capital and record keeping 
violations. 

U.S. v. Joel Kline, et al. 

Jack Kline, Eric Adolph Baer and 
Donald H. Abrams sentenced. 

S.E.C. v. Talley Industries, Inc. 
Injunctive and ancillary relief sought 
against Talley Industries, Inc., Peat 
Marwick, Mitchel & Co., Franz G. Tal- 
ley and Fred G. Schuller in action 
alleging violations of anti-fraud, proxy 
and reporting provisions. 

U.S. v. Stanley Goldblum, et al. 

105 count indictment returned against 
22 individuals on charges arising out of 
alleged fraudulent activities relating to 
Equity Funding Corporation of 
America. 

S.E.C. v. Liggett & Myers, Incorporated 
and Daniel Edward Provost, III 
L&M and Provost enjoined from furth- 
er violations of anti-fraud provisions 
in case involving use of material non- 
public information. L&M ordered to 
implement and supervise compliance 
with policy statement re disclosure of 
material non-public information. 


34-10465 


LR-6113 


LR-6114 


LR-6122 


LR-6124 


Opinions 
34-10466 Alessandrini & Co., Inc., et al. 
Case involving manipulation and failure 
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to supervise. 
Friedman & Co., et al. 
Failure to honor trades. 
Fox Securities Co., Inc., et al. 
Net capital, records, reporting and 
underwriting escrow requirements. 
New England Electric System, et al. 
Section 11(e) plan approved. 
Jerry D. Vanier, John J. Vanier, O. J. 
Baalman, Sam J. Namee 
Sanctions imposed in case relating to 
First Home Investment Corporation 
of Kansas, Inc. 
Pacific Scholarship Trust Sponsored by 
Pacific Scholarship Fund 
1940 Act Section 27(c)(1) exemption 
denied; Sections 14(a) and 18(i) ex- 
emptions granted. 


34-10472 


34-10475 


35-18149 


1C-8054 


1V-8065 











SECURITIES ACT 





SECURITIES ACT OF 1933 
Rel. No. 5424A/November 1, 1973 


AMENDMENT TO RULE 458 REQUIRING ISSUERS TO 
PROVIDE SUMMARIES OF REGISTRATION STATE- 
MENTS 


In subparagraph (4) of paragraph (a) of Rule 458, the word 
“offering” is amended to read ‘‘filing.’’ As so amended, sub- 


paragraph (4) will read: 


(4) the price of the security, if known at the time of the 
filing; 


For the Commission, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10461/October 29, 1973 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Ex- 
change Act of 1934 against L. E. Cranford, d/b/a Nash- 
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ville Securities-Company (‘Registrant’), a registered 
broker-dealer of Nashville, Tennessee. 


The proceedings are based upon staff allegations that 
some time during the period from January 1, 1972 to 
date, Registrant, among other things, (a) violated the 
broker-dealer net capital provisions of the Act and the 
Rules thereunder in that Registrant made use of the 
mails and interstate commerce to induce the purchase 
and sale of securities when its net capital was less than 
$5,000 and/or its aggregate indebtedness to all other per- 
sons exceeded 2,000 per centum of its net capital, (b) ef- 
fected transactions with and for customers without giving 
or sending a written confirmation correctly disclosing the 
capacity in which Registrant acted, (c) failed to notify 
the Commission by telegram of its net capital condition 
and/or to file reports of its financial condition as re- 
quired by Rule 17a-11, and (d) failed to make or main- 
tain monthly computations of aggregate indebtedness and 
net capital. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10462/October 29, 1973 


The Securities and Exchange Commission has issued 
orders granting applications of the following exchanges 
for unlisted trading privileges in the common stocks of 
the specific companies: 


Boston Stock Exchange 


Chessie System, Inc. 

Dun & Bradstreet Companies, Inc. 
Kansas Gas and Electric Company 
Southern Natural Resources, Inc. 


Cincinnati Stock Exchange 


Aetna Life and Casualty Company 
Amerada Hess Corporation 

American Hospital Supply Corporation 
American Telephone & Telegraph Co. 
Baxter Laboratories, Inc. 

Becton, Dickinson and Company 
Braniff Airways, Inc. 

The Chase Manhattan Corporation 
Ghessie System, Inc. 

City Investing Company 

Continental Telephone Corporation 
Control Data Corporation 

Esmark, Incorporated 

First National City Corporation 
Georgia-Pacific Corporation 

Holiday Inns Incorporated 

Howard Johnson Company 

Hughes Tool Company 

Imperial Corporation of America 
Johns-Manville Corporation 

The Louisiana Land & Exploration Company 
Merrill Lynch, Pierce, Fenner & Smith, Inc. 
Northwest Airlines, Incorporated 
Philadelphia Electric Company 
Polaroid Corporation 

Public Service Electric and Gas Co. 
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Pennzoil Company 

Seaboard Coast Line Industries, Inc. 
Shell Oil Company 

Singer Company 

Sony Corporation 

Southern California Edison Company 
Southern Natural Resources, Inc. 
Teledyne, Incorporated 

Telex Corporation (The) 

Texas Eastern Transmission Corporation 
Textron, Incorporated 

Travelers Corporation 

UAL Incorporated 

Union Oil Company of California I 
United States Gypsum Company | 
Virginia Electric and Power Company 

Winnebago Industries, Inc. ' 









PBW Stock Exchange, Inc. 


Southern Natural Resources, Inc. ' 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10463/October 30, 1973 


Admin. Proc. File No. 4314 
In the Matter of Reports of 


CALIFORNIA TIME PETROLEUM, INC. 
Los Angeles, California 
(1-6336) 


FINDINGS AND ORDER 


In these proceedings pursuant to Section 15(c)(4) of the 
Securities Exchange Act with respect to the annual re- 
port on Form 10-K for the fiscal year ended December 
31, 1971, filed by California Time Petroleum, Inc. 
(‘registrant’), 1 registrant submitted an offer of settle- 
ment. 


Under the terms of the offer, registrant entered into a 
stipulation of facts relevant to the issues raised by the 
Commission's Division of Enforcement in its Statement 
of Matters to be considered in these proceedings, con- 
sented to findings that its annual report included untrue 
and misleading statements of material facts as set forth in 
the Division’s Statement of Matters, agreed to file an 
amendment to its annual report to set forth an explana- } 
tory statement with respect to these proceedings and the 
stipulation of facts with respect to the issues raised by 
the Division, and further agreed to send a copy of any 
findings and order which may be issued in this matter to 
its shareholders within two months of the issuance of 
such findings and order. 


Upon a consideration of ail the circumstances, including 
the recommendation of the Division, the Commission de- | 
termined to accept the offer. Accordingly, on the basis of 
the stipulation and consent of the registrant and the 
order for proceedings and the Statement of Matters to be 
considered therein, it is found that registrant’s 1971 

annual report on Form 10-K filed with the Commission on 
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April 3, 1972 is not in compliance with Section 13 of the 
Securities Exchange Act in that it includes untrue state- 
ments of material fact and omits to state material facts 
necessary in order to make the statements made, in the 
light of the circumstances under which they were made, 
not misleading with respect to a report by an independ- 
ent registered professional petroleum engineer engaged by 
registrant during 1972 to evaluate oil, gas and mining 
properties, and with respect to management’s comments 
regarding the report. 


Among other things, the report relied on January 1, 1971 
oil and gas data without making appropriate adjustments 
for subsequent developments; failed to disclose that a 
large percentage of oil and gas reserves were undrilled and 
therefore entailed substantial further capital expenditures 
and a considerable degree of uncertainty; and failed to 
disclose that one of the factors which motivated the previ- 
ous owner of one of registrant's coal fields to cease opera- 


tions there was the exhaustion of the best and most cheap- 


ly recoverable coal. 


In view of the foregoing, it is appropriate in the public 
interest to impose the requirements to which registrant 
has consented. 


Accordingly, 1T 1S ORDERED that California Time 
Petroleum, Inc. file an amendment to its annual report 

on Form 10-K for its fiscal year ended December 31, 
1971, to consist of the explanatory statement and stipula- 
tion of facts described in its offer of settlement. 


IT 1S FURTHER ORDERED that registrant mail a copy 
of these findings and order to its sharehoiders within two 
months of the date of the issuance of such findings and 
order. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


Registrant's securities are registered under Section 12(b) 
of the Exchange Act, and it is required to file reports, in- 
cluding annual reports on Form 10-K, pursuant to Section 
13 of the Act and the rules and regulations thereunder. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10464/October 30, 1973 


Admin. Proc. File No. 3-4217 
In the Matter of 


CHURCH SECURITIES, INC. 
CHURCH INVESTORS, INC. 
4095 Clairmont Road 
Atlanta, Georgia 

(8-13149) 


JOSEPH L. PRESSLEY 
THOMAS F. HARRISON 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act, Church Securities, Inc., a 
registered broker-dealer (‘‘registrant’’), Church Investors, 
Inc., an affiliate of registrant (‘Investors’), Joseph L. 
Pressley, formerly chairman of the board of directors and 
president of registrant, and Thomas F. Harrison, formerly 
a director and executive vice-president of registrant, have 
submitted an offer of settlement. 


Solely for purposes of this proceeding or any other pro- 
ceedings pursuant to Sections 15(b), 15A or 19(a)(3) of 
the Exchange Act, Section 203(e) or 203(f) of the In- 
vestment Advisers Act of 1940 or Section 9(b) of the In- 
vestment Company Act of 1940 and without admitting or 
denying the allegations in the order for proceedings, re- 
spondents have consented to findings of willful violations 
as alleged in that order and to the imposition of specified 
remedial sanctions. 


After consideration of the offer of settlement and upon 
the recommendation of its staff, the Commission deter- 

mined to accept the offer. On the basis of the order for 
proceedings and the offer of settlement, it is found that: 


1. Registrant, willfully aided and abetted by Pressley, Har- 
rison and Investors, willfully violated Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder during the period from 
about June 30, 1971 to about November 1, 1972 in con- 
nection with the purchase and sale of various church 
bonds, in that, among other things, materially false and 
misleading statements were made concerning the use made 
of various funds held in trust by Investors. 


2. Registrant, willfully aided and abetted by Pressley and 
Harrison, willfully violated Section 15(c)(2) of the Ex- 
change Act and Rule 15c2-4 thereunder during the period 
from about June 30, 1971 to about March 16, 1972. Reg- 
istrant accepted part of the sales prices of church bonds 
being distributed on a “best efforts’ basis but failed to 
transmit promptly the proceeds of such sales to the 
churches as required. 


3. Registrant, willfully aided and abetted by Pressley, Har- 
rison and Investors, willfully violated Section 15(c)(3) of 
the Exchange Act and Rule 15c3-1 thereunder during the 
period from about June 30, 1971 to about December 31, 
1971, in that registrant effected securities transactions 
when registrant’s aggregate indebtedness to all other per- 
sons exceeded 2,000 per centum of its net capital and 
registrant did not have and maintain net capital of not 
less than $5,000. 


4. Registrant, willfully aided and abetted by Pressley and 
Harrison, willfully violated Section 15(b) of the Exchange 
Act and Rule 15b3-1 thereunder during the period from 
September 1970 until about March 1973 in that registrant 
failed to file promptly amendments to its registration 
form reflecting changes in its principal place of business, 
shareholders and directors. 


5. Registrant, willfully aided and abetted by Pressley and 
Harrison, willfully violated Section 17(a) of the Exchange 
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Act and Rule 17a-11 thereunder during the period from 
about October 21, 1971 to about January 4, 1972 in that 
registrant failed to file reports with and give telegraphic 
notice to the Commission respecting its records and fi- 
nancial condition as required by the above provisions. 


6. Registrant, willfully aided and abetted by Pressley, Har- 
rison and Investors, willfully violated Section 17(a) of the 
Exchange Act and Rule 17a-3 thereunder in that during 
the period from about June 30, 1971 to about March 16, 
1972 it failed accurately to make and keep current certain 
books and records. 


The offer of settlement provides that registrant’s broker- 
dealer registration may be suspended for 30 days, provided 
that during such suspension period registrant shall be per- 
mitted to effect original issue sales of church bonds from 
issues which registrant, prior to the beginning of the peri- 
od of suspension, has contracted to sell and is in the proc- 
ess of selling and further provided that upon the expira- 
tion of said period of suspension, registrant will execute 
and deliver to the Commission an affidavit certifying that 
these terms have been satisfied. The offer further provides 
that Investors, Pressley and Harrison may be barred from 
association with any broker or dealer, provided that after 
one year Pressley and Harrison may apply to become 
associated in a non-supervisory capacity upon an adequate 
showing to the staff of the Commission that they will be 
properly supervised. 


Respondents have also agreed to consent to the entry of 
a permanent injunction enjoining them from violations of 
the above provisions of the federal securities laws. 


In connection with their offer of settlement respondents 
stated that none of the activities described above resulted 
in any loss to any customer or to anyone else. They also 
represented that registrant has thoroughly revamped its 
bookkeeping, record and operating procedures, has com- 
pletely changed its management and supervisory person- 
nel, and that its present operations are in full compliance 
with all requirements. Registrant further represented that 
it would be unable to complete the bond programs of 
various churches currently in process if its operations 
were totally suspended, thus adversely affecting the 
churches involved in their efforts to construct new church 
facilities. 


In view of the foregoing it is appropriate in the public 
interest to impose the sanctions specified in the offer of 
settlement. 


Accordingly, 1T 1S ORDERED, subject to the terms, con- 
ditions and undertakings in the offer of settlement des- 
cribed above: 


1. That the registration as a broker and dealer of Church 
Securities, Inc., be, and it hereby is, suspended for 30 
days, commencing with the opening of business on 
November 5, 1973. 


2. That Church Investors, Inc., Joseph L. Pressley and 
Thomas F. Harrison be, and they hereby are, barred from 
association with any broker or dealer, with the proviso, 
however, that after one year from the date of this order 
Pressley and Harrison may apply to become associated in 
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a non-supervisory capacity upon an adequate showing to 
the staff of the Commission that they will be adequately 
supervised. 






For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 






George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10465/October 30, 1973 


The Commission ordered public administrative proceed- ' 
ings against Equitable Equities, Inc., a registered broker- t 
dealer with offices at 233 Broadway, New York, New : 
York; Donald R. Quest, President of the firm; and Henry 
Goldfarb, Vice President. The proceedings were ordered 

based on charges by the Commission's staff that the firm 
violated and the two individual respondents aided and 

abetted violations of Sections 15(c)(3) and 17(a) of the 
Securities Exchange Act of 1934 and Rules 15c3-1, 17a-3, 
and 17a-4 thereunder (net capital and record keeping pro- 
visions). According to the staff charges the violations be- 

gan in or about October 1972. Also cited as a basis for 

the proceedings was the entry by consent of a permanent 
injunction against the respondents on October 13, 1972 

by the United States District Court for the Southern Dis- 
trict of New York enjoining the firm from violating and 
Quest and Goldfarb from aiding and abetting violations of 
Section 15(c)(3) of the Securities Exchange Act of 1934 ; 
and Rule 15c3-1 thereunder and the appointment of a 

trustee for the firm. The current proceedings were in- 
stituted pursuant to Sections 15(b) and 15A of the Securi- 
ties Exchange Act and Section 10(b) of the Securities 
Investor Protection Act of 1970. 


A hearing will be scheduled to take evidence on the staff 
allegations and to afford the respondents an opportunity 
to offer any defenses. The hearing is to determine wheth- 
er the allegations are true, and what, if any, action of a 
remedial nature is appropriate. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10466/October 31, 1973 


Admin. Proc. File No. 3-2391 
In the Matter of 


ALESSANDRINI & CO., INC. 
11 Broadway 

New York, New York 
(8-14370) 


PAUL P. ALESSANDRINI | 
RAYMOND |. WEISS 


PHILIP S. BUDIN & CO., INC. ' 
One Exchange Place 
Jersey City, New Jersey 
(8-13488) 
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PHILIP S. BUDIN 
FINDINGS AND OPINION OF THE COMMISSION 
BROKER-DEALER PROCEEDINGS 


Where registered broker-dealer and its trader and predeces- 
sor of another registered broker-dealer and its trader who 
occupied same position with registrant participated in or 
aided and abetted in execution of fraudulent scheme to 
manipulate the market in and establish an artificial price 
for stock, and president of predecessor broker-dealer and 
registrant failed to supervise predecessor's trader with a 
view to preventing such misconduct, he/d, in view of mis- 
conduct by broker-dealer and by persons associated with 
broker-dealer committed prior to such association, it is in 
the public interest to revoke broker-dealer registrations 
and to bar individuals from association with any broker- 
dealer with provision in certain instances for application 
for supervised employment after stated interval. 


APPEARANCES: 


Robert W. Taylor, for Alessandrini & Co., Inc. and Paul 
P. Alessandrini. 


Milton S. Gould and Ronald H. Alenstein, of Shea, Gould, 
Climenko & Kramer, for Philip S. Budin & Co., Inc. and 
Philip S. Budin. 


Raymond |. Weiss, pro se. 


William R. Schief, David P. Doherty and John P. Sherry, 
for the Division of Enforcement of the Commission. 


Following hearings in these proceedings pursuant to Sec- 
tions 15(b) and 15A of the Securities Exchange Act, the 
administrative law judge issued an initial decision in 
which he concluded that the broker-dealer registration of 
Alessandrini & Co., Inc. (‘Alessandrini Co.’’) should be 
revoked and that of Philip S. Budin & Co., Inc. (““Budin 
Co."") suspended for three months; and that Alessandrini 
Co. should be expelled from membership in the National 
Association of Securities Dealers, Inc. (““NASD’’) and 
Budin Co. suspended from such membership for three 
months. He further concluded that Paul P. Alessandrini, 
president of Alessandrini Co. and of its predecessor of the 
same name (‘‘A Co.’’), which withdrew its registration 
prior to these proceedings but whose activities are the 
subject of the charges herein, 1 should be suspended from 
association with any broker-dealer for four months; that 
Raymond |. Weiss, a trader for both Alessandrini com- 
panies, should be barred from such association; and that 
Philip S. Budin, president of and a trader for Budin Co., 
should be suspended from such association for three 
months. We granted these respondents’ petitions for re- 
view of the initial decision and also made that decision 
the subject of review with respect to all other issues which 
were before the administrative law judge concerning 
them. 2 


Participation in Manipulative Scheme 
We find, as did the administrative law judge, that during 


the period December 1967 to June 1968, A Co., Weiss, 
Budin Co. and Budin willfully violated or willfully aided 


and abetted violations of Section 17(a) of the Securities 
Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder. They participated in or aided and 
abetted in the execution of a scheme, conceived by 

Robert L. Taylor and Michael La Marca, to manipulate 

the market in and establish an artificial market price for 
the stock of American Continental Industries, Inc. (‘“ACI’’), 
so that such stock could be pledged as security for bank 
loans. 


In September 1967, Taylor was the principal owner of a 
number of real estate development companies which were 
experiencing financial problems and had difficulty in ob- 
taining operating cash. In October 1967 he planned with 
La Marca to merge such companies into a defunct public- 
ly held corporation controlled by La Marca, Puritan 
Chemical Corp., which had been adjudicated a bankrupt, 
and which was to be renamed ACI. One objective of the 
plan was to permit Taylor to obtain bank loans collateral- 
ized by stock of the new merged company. La Marca, who 
had formerly been in the securities business, 3 stated that 
he would have “his men on the street’ create an interest 
in the stock by requesting the stock from brokers and 
“back and forth selling,” thus creating the appearance of 
genuine activity in the stock. 


The merger took place in November 1967 as planned. 
Thereafter, early in December La Marca had conversa- 
tions with Weiss and with another trader, Ralph H. Wese- 
man, then associated with another broker-dealer, Welling- 
ton Hunter Associates (‘‘Hunter’’). As a result of such 
conversations A Co. and Hunter on December 5, 1967 be- 
gan inserting quotations of 10 bid, 12 ask for ACI stock 
in the quotation service published by the National Quota- 
tion Bureau, Inc. (“the pink sheets” or just “the sheets’). 
These were the first listings in the sheets for ACI stock. 
In addition, Weiss brought the ACI stock to Budin’s atten- 
tion and also to that of Morton Kantrowitz, a trader with 
yet another broker-dealer, Louis B. Meadows & Co., Inc. 
(‘‘Meadows”’). As a result, both Budin Co. and Meadows 
began listing ACI stock in the sheets on December 18 and 
20, 1967 at the same quotes of 10-12. 4 


During the period December 1967-April 1968, A Co., 
Budin Co., Hunter and Meadows were virtually the only 
firms quoting ACI stock in the sheets on both sides of the 
market, generally at 10 bid, 12 asked. Weiss and Budin, 
respectively, caused A Co. and Budin Co. to list quota- 
tions for ACI stock in the sheets on most business days 
during the relevant periods. Thus, between December 5, 
1967 and April 24, 1968 A Co. entered such quotations 
in the sheets of 10-12 on 79 days; Budin Co. entered 
quotations of 10-12 on 48 days and of 9-11 on seven 
days from December 18, 1967 to March 15, 1968. The 
other two firms were also frequently in the sheets during 
this period. 


Notwithstanding the continuous quotations over a period 
of months, the four firms had few actual transactions in 
ACI stock. Much of such trading as did take place was for 
La Marca’s account. Through May 2, 1968, A Co. as 
agent effected 13 purchases of 1900 shares and nine sales 
of 1145 shares, all on behalf of La Marca except for a 
purchase of 30 shares. The firm as principal made only 
three purchases totaling 300 shares, of which 100 were 
purchased from La Marca, and sold all 300 shares to 
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La Marca. Budin Co. had only 17 transactions, all as 
principal, in which it purchased 600 shares including 70 
from A Co., and sold 600 shares, of which 300 were to 
A Co. 6 


As the administrative law judge found, the net result of 
the conversations La Marca had with Weiss and Weseman 
and which Weiss had with Budin and Kantrowitz was to 
give the appearance that four broker-dealer firms were in- 
dependently making a market in ACI stock at about $10 
per share. During the relevant period, over 140,000 ACI 
shares were pledged by Taylor and others with various 
banks throughout the country as collateral for loans total- 
ing over $720,000. 7 These loans are mostly in default. 8 


The administrative law judge found that La Marca had 
agreed to protect Weiss by supplying Weiss with limited 
amounts of ACI stock that Weiss might need on sales ef- 
fected pursuant to his quotations and by buying in 
limited amounts ACI stock Weiss might acquire as a result 
of such quotations. ¥ The administrative law judge also 
found that Weiss in turn had an understanding with Budin 
and Kantrowitz that Weiss would protect them against 
loss by supplying to them ACI stock, if necessary, to 
cover sales by them to others and that he would buy 
from them, if necessary, AC! stock they might purchase 
from others. The administrative law judge found that 
Weiss was able to give these assurances because of the 
arrangement Weiss entered into with La Marca. 


Weiss and Budin contend that they did not participate in 
and were unaware of any fraudulent scheme with respect 
to the ACI stock. They also deny that there were any 

protective arrangements or guarantees against loss in con- 
nection with transactions resulting from their quotations. 


In the investigation preceding the institution of these pro- 
ceedings Weiss testified that he was in the sheets “‘basical- 
ly for’’ La Marca, who was a customer and who asked 
Weiss to go in the sheets and accumulate ACI stock for 
La Marca, stating that he, La Marca, was willing to buy 
stock at 10 and to offer some at 12, which in effect 
established the market; that Weiss suggested to Budin 

that Budin go in the sheets on ACI stock, telling Budin 
that the stock might become active and that the market 
was 10-12; and that he did not per se give Budin any 
guarantee but did tell him that if Budin had any trouble, 
Weiss had a buyer and that if Budin had any trouble on 
the offering side Weiss ‘‘possibly could get stock for you.” 
Later at the hearing Weiss testified that La Marca was 
basically interested in purchasing 1000 ACI shares at $10 
per share; that it was he, Weiss, who then suggested he go 
into the sheets to make a two-sided market; that La Marca 
agreed to this, stating that he would be willing to help 
Weiss if Weiss “‘lost’’ any stock by letting Weiss have a 
limited number of shares at $12 per share; and that since 
there was no existing market for the ACI stock Weiss set 
his quotes at 10 bid, 12 ask on the basis of La Marca’s 
order to buy at 10 and La Marca’s willingness to let Weiss 
have some stock at 12. At the hearings Weiss further testi- 
fied that he asked Budin and Kantrowitz if they would 
like to make a market in ACI stock, telling them that the 
stock should be active and that he was making a market 
at 10-12; that he did not guarantee Budin or Kantrowitz 
against loss; and that he told them that if they “‘lose any 
stock” or if they ‘‘are hurting in any way, come to me, 
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perhaps | can help you.” 


The administrative law judge stated that he did not credit 
Weiss’s testimony at the hearing which sought to deny the 
existence of protective arrangements with respect to trad- 
ing in ACI stock or to cast them in a different light from 
what Weiss’s prior investigative testimony would indicate, 
in view of Weiss’s demeanor and other evidence tending 
to corroborate the prior testimony. While on the record 
before us we find no basis for disagreeing with this con- 
clusion of the administrative law judge, for the purposes 
of these proceedings we see no significant difference be- 
tween the investigative testimony and the testimony at 
the hearing with respect to such matters. In our view the 
record as a whole, even accepting Weiss’s testimony at the 
hearing, establishes Weiss’s participation in or his aiding 
and abetting of the manipulative scheme with respect to 
ACI stock. 


Weiss admitted that but for La Marca he would not have 
known of ACI's stock and would not have been in the 
sheets with respect to it. He also admitted that his quota- 
tions at 10-12 were based on an order from La Marca to 
buy at 10 and La Marca’s willingness to sell some stock 
at 12. It is an unusual practice for a broker-dealer to in- 
sert both bid and ask quotations in the sheets for a cus- 
tomer. In view of the absence of an existing market at 
that time for ACI stock, La Marca’s stated desire to ac- 
cumulate ACI stock at a specific price of $10 per share 
also should have raised questions. It would have seemed 
more natural for an ordinary customer to have desired to 
accumulate stock as cheaply as possible and if he specified 
any price to have prescribed it as a maximum or ceiling 
price rather than, as La Marca did, presenting the $10 
figure as the purchase price. Moreover, it is undisputed 
that La Marca at the least indicated a willingness to sup- 
ply Weiss with a limited amount of ACI stock at $12 per 
share if Weiss needed it and it fit La Marca’s circum- 
stances. Regardless of how such an understanding is 
characterized, as a protective arrangement or otherwise, it 
is again unusual for a customer interested in purchasing 
stock simultaneously to indicate a willingness to sell stock 
to a broker-dealer who is making a two-sided market in 
the sheets. And, if Weiss were making a market in the 
sheets as a means of accumulating stock pursuant to La 
Marca’s order, it is difficult to understand the continua- 
tion of and the failure to lower the quotation of 10-12 
over an extended period in view of the relatively few 
transactions in the stock. 19 It is obvious that Weiss con- 
tinued his quotations at 10-12 on the basis of some under- 
standing that La Marca stood ready to take stock at 10 
and to supply some stock at 12, and Weiss at the hearings 
himself described the situation vis-a-vis La Marca as an 
“ideal situation for a trader’ or a “‘trader’s paradise.” 


Weiss allowed himself to be used as La Marca’s instru- 
ment in the manipulative scheme. And we think it clear 
that he realized—or at the very least should have realized— 
that La Marca’s market activities were improper. Weiss 
admitted that he knew that La Marca had had his own 
brokerage firm, J. P. Howell, and that La Marca had “had 
some problem with one Government agency or another.” 
He knew that La Marca, who told Weiss he “was in ac- 
quisitions and mergers,’’ had controlled Puritan, a mere 
shell, and believed La Marca had sold Puritan to ACI. He 
knew that Taylor was president of ACI. Weiss also knew 
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that Taylor and La Marca were discussing a possible under- 


writing of ACI stock by A Co., and that nothing came of 
these talks because Taylor and La Marca failed to furnish 
a certified financial statement requested by Alessandrini. 
La Marca also told Weiss that certain persons had gone 
around the country trying to “bank the stock,’’ which 
Weiss assumed meant that they were trying to sell ACI 
stock or borrow money on it. When Alessandrini won- 
dered why La Marca wanted to buy ACI stock, Weiss had 
no explanation. 


The totality of these circumstances at the least placed 
Weiss on notice that a searching inquiry was called for as 
to the nature of La Marca’s activity and interest, yet 
Weiss made no meaningful investigation. Instead, he closed 
his eyes to circumstances indicative of a scheme to create 
the false appearance of an independent market. He not 
only continued the quotations in the sheets, but was in- 
strumental in getting other dealers to quote the stock. 
Weiss admittedly discussed the ACI stock with Budin and 
Kantrowitz before they began entering quotations for ACI 
stock in the sheets, and told them what his market was 
and that he possibly could help them out if they needed 
his help as a result of their making a market in the stock. 
It is obvious that the assurances he gave these other trad- 
ers were based on his understanding with La Marca. 


While Budin’s involvement was neither so extensive nor so 
clear as Weiss’, we conclude, as did the administrative law 
judge, that Budin also participated in or aided and abetted 
in the scheme to create a false appearance of an independ- 
ent market for ACI stock. There is no evidence that 
Budin was aware of either Taylor’s role or La Marca’s 
role. He admitted, however, that ACI was brought to his 
attention by a conversation with Weiss, as a result of 
which he, Budin, inserted quotations of 10-12 in the 
sheets. He began such quotations without obtaining any 
information at all about ACI. Budin did not deny Weiss’s 
testimony that Weiss told Budin that if as a result of his 
making a market Budin was ““hurting in any way, come 
to me [Weiss], perhaps | can help you.”” Notwithstanding 
the small volume of transactions, Budin Co. continued in 
the sheets on most business days between December 18, 
1967 and March 15, 1968, with quotations of 10-12 on 
48 days and 9-11 on seven days. 


It is argued that trading small amounts of over-the-counter 
securities “by the numbers,” i.e., trading on the basis of 
supply and demand and without investigation of the 
issuer, was not improper in 1967-1968, and that Rule 
15c2-11 under the Exchange Act, which requires that cer- 
tain information be obtained before quoting a security in 
the sheets, was not then in effect. In view of the manip- 
ulative scheme here it is unnecessary to express a view on 
the propriety during the period in question of trading by 
the numbers since there was no real market in ACI stock. 
Even if trading by the numbers was permissible during the 
period here involved, when, as here, a dealer had no basis 
on which those numbers could be related to the securi- 
ty’s investment value, careful scrutiny of all surrounding 
circumstances with a view to detecting any sign of pos- 
sible manipulation was called for. 11 Our release announc- 
ing the proposal to adopt Rule 15c2-11 pointed out that 
“the hasty submission of quotations in the daily sheets... 
in the absence of any information about the security or 
the issuer’”’ in many cases resulted in an irresponsible 


“numbers’’ game which is “not only disruptive of the 
market but fraught with manipulative potential.” 12 


This is not even the case where a dealer decides on his 
own initiative to make a market in the sheets without 
any information about the security or the issuer other 
than that there is an active market in which he desires to 
Participate so that he may derive some income from 
trading by the numbers. Here Budin went into the sheets 
at the suggestion of another trader who represented that 
if necessary he would attempt to help Budin out in con- 
nection with transactions in that stock. In fact, there was 
very little activity in the market at the time Budin first 
went into the sheets and throughout the approximately 
three months Budin continued to quote the stock. And in 
fact there was a manipulative scheme. Under all the sur- 
rounding circumstances Budin should have realized that 
quotations in the sheets by him would have a manipula- 
tive potential. By failing to make inquiries about ACI or 
obtain further information about the factors on which 
Weiss’s quotations were predicated he became a partici- 
pant in or an aider and abettor of the manipulative 
scheme. The importance of a broker-dealer’s responsibility 
to use diligence where there are any unusual factors is 
highlighted by the fact that violations of the anti-fraud 
and other provisions of the securities laws frequently de- 
pend for their consummation, as here, on the activities of 
broker-dealers who fail to make diligent inquiry to obtain 
sufficient information to justify their activity in the 
security. 


The order for proceedings alleged and the administrative 
law judge found that A Co. and Budin Co., willfully aided 
and abetted by Weiss and Budin, also willfully violated 
Section 15(c)(2) of the Exchange Act and Rule 15c2-7 
thereunder, in that they failed to advise the National 
Quotation Bureau, the publisher of the sheets, and other 
broker-dealers quoting ACI in the sheets, of the existence 
or nature of arrangements that existed between A Co. and 
Budin Co. while they were both inserting ACI quotations 
in the sheets. Section 15(c)(2) prohibits a broker-dealer 
from making any fictitious quotations. Rule 15c2-7 in 
pertinent part provides that the furnishing of a quotation 
to an inter-dealer quotation system constitutes an attempt 
to induce a securities transaction by making a “‘fictitious 
quotation” within the meaning of Section 15(c)(2) unless 
the system and other broker-dealers quoting the security 
are informed, if such is the case, that the quotation is 
submitted in furtherance of an arrangement such as a 
guarantee against loss or an accommodation arrangement 
between two broker-dealers who are both submitting such 
quotations. 


Respondents concede that they did not give any such 
notice to the publisher of the sheets or to other broker- 
dealers but deny the existence of any such arrangements 
as would bring them within the requirements of the rule. 
Weiss contends that he made no guarantee and that it was 
not unusual at the time for one trader to suggest a stock 
for trading to another. Budin states that there is no evi- 
dence that he responded to Weiss or entered into any 
agreement with Weiss other than that he began inserting 
quotations in the sheets following a very short conversa- 
tion with Weiss. Budin contends that this was his decision 
and that Weiss did not dictate the prices but that Budin 
himself determined them on the basis of the quotations 
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then prevailing in the sheets (including those of A Co. and 
Hunter). Budin also points out that he stopped all quota 
tions for ACI stock before the others did and that his 
quotations were not always the same as the others (being 
9-11 on some days when others were still at 10-12). 


The record is unclear as to the existence of a specific 
agreement or ‘‘arrangement” between Budin and Weiss 
which would bring Rule 15c2-7 into play. 13 As found 
above, even absent a guarantee or an affirmative arrange- 
ment, all the surrounding circumstances should have put 
Weiss and also Budin—albeit to a lesser extent—on notice 
that they might be lending themselves to participation in 
a manipulative scheme and that at the least they were 
thereby under an obligation to exercise extreme care, 
which they did not do. Having found that by failing to 
make due inquiry under the circumstances respondents 
violated the anti-fraud provisions, we think a finding that 
the same conduct also constituted a violation of Rule 
15c2-7 would add nothing to the gravity of respondents’ 
misconduct. Hence we find it unnecessary to reach the 
Rule 15c2-7 question. 


Failure of Supervision 


As found by the administrative law judge, Alessandrini 
failed reasonably to supervise Weiss, who was subject to 
his supervision, with a view to preventing violations by 
Weiss. A Co. had no written or effective oral supervisory 
procedures with respect to the insertion of quotations in 
the sheets. While it was the practice to seek the approval 
of Alessandrini or the office manager before entering a 
quotation for a stock not previously quoted by A Co., 
such approval was virtually always obtained. Alessandrini, 
who had overall supervision of A Co. and approved about 
75% to 80% of the A Co. listings in the sheets, could re- 
call no instances in which he refused such permission ex- 
cept for a few occasions involving commission problems. 
Although he testified that prior to the insertion of A 
Co.'s initial quotations in the sheets each trader was re- 
quired to “‘use his best efforts to get information” on the 
company involved, he also testified to the effect that the 
possession of such information was not an absolute re- 
quirement and it was “possible’’ for a trader to obtain the 
requisite approval ‘‘without having any information” 
about the company. In addition, Weiss testified that apart 
from seeking approval to quote a stock for the first time 
he could recall no other A Co. procedures known to or 
followed by him with respect to the insertion of quota- 
tions in the sheets, and that no review was made of his 
quotations. 


Focusing specifically on ACI stock, we note that Ales- 
sandrini permitted Weiss to enter A Co.'s initial quota- 
tions for it although Alessandrini was not shown any in- 
formation on ACI and did not know what quotations 
Weiss would insert. Alessandrini did not later inquire as to 
how the 10-12 quotations were determined, although there 
had been no prior market in the stock. He received no 
written information on ACI until he obtained its uncerti- 
fied financial statement as of February 29, 1968, a date 
almost three months after A Co. first started to quote the 
stock in the sheets. Alessandrini also learned of facts 
which should have alerted him to the existence of the 
manipulative scheme. He admittedly knew that A Co. was 
quoting the stock between December 1967 and May 1968 
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at approximately 10 bid - 12 asked, that the firm had 
small trading volume in the stock with most of its 
transactions being in the account of La Marca, who 
had said he wanted to ‘‘accumulate’’ ACI stock but 
who in fact was both selling and buying. He also dis- 
cussed with La Marca and Taylor, who was introduced 
as a ‘‘substantial investor’’ in ACI, a possible under- 
writing by A Co. of ACI stock. Although Alessandrini 
expressed a curiosity as to why La Marca desired to 
accumulate ACI stock, and Weiss was unable to give 
him any explanation, A Co. did not permanently dis- 
continue the ACI quotations until May 1968 following 
the receipt of an inquiry from our staff. 








A broker-dealer must maintain and enforce adequate 
standards of supervision with respect to every aspect of 
its operations, including its trading activities. And trad- 
ing by the numbers at the least required especially 
vigorous supervision with a view to detecting any sign 
of a possible manipulation. 14 Alessandrini did not 
provide the supervision required by the circumstances 
recited above which should have alerted him to the | 
possibility of a manipulative scheme. 





Other Matters 


Various respondents argue that the Division’s case 
against them is based primarily upon incompetent hear- 
say statements made during the investigation by Weiss, 
and statements assertediy made by La Marca and Tay- 
lor but adduced from other persons who testified at 
the hearings. We see no merit in this argument and 
agree with the administrative law judge that such testi- 
mony may be considered against all respondents. It is 

well established that the technical hearsay rules are not ) 
applicable to administrative proceedings which favor 
liberality in the admission of evidence, and that all evi- | 
dence which “‘can conceivably throw any light upon j 
the controversy”’ should normally be admitted in such 
proceedings. 19 The findings we have made above are 
based upon what we consider “‘reliable, probative, and 
substantial evidence” as required by the Administra- 
tive Procedure Act (5 U.S.C. § 556 (d) ). Although 
neither La Marca nor Taylor was called to testify in 
these proceedings, two witnesses who attended a meet- 
ing with them gave testimony with respect to that 
meeting and were subject to cross-examination. The 
prior statements made by Weiss were made under oath 
and transcribed by an official reporter, and the Divi- 
sion called Weiss to testify as a witness at the hearings. 
In view of the opportunity given the respondents for 
confrontation and cross-examination of Weiss, and the 
observation of his demeanor at the hearings, the ad- 
ministrative law judge concluded that his prior testi- 
mony was not mere hearsay but had essentially the 
same standing as his testimony given at the hearings. 
We agree. 16 
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Alessandrini Co. and Alessandrini assert that Ales- 
sandrini Co. was neither in existence during the period 
in question nor a successor to A Co., and that any 
sanction imposed upon Alessandrini Co. for violations 
committed by A Co. would violate due process. They 
also argue that Alessandrini Co. cannot be sanctioned 
for violations previously committed by associated per- 
sons unless prior to such association they are found to 
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have committed such violations. Section 15(b)(5) of the 
Exchange Act expressly provides that a broker-dealer may 
be sanctioned for a violation or failure of supervision by 
a person associated with it although committed prior to 
such association, 17 and the order for proceedings as 
amended sought remedial action pursuant to that provi- 
sion. The Exchange Act contains no language precluding 
the imposition of a sanction upon a broker-dealer for the 
prior misconduct of an associated person unless such per- 
son is found prior to such association to have committed 
such misconduct. We may therefore in these remedial pro- 
ceedings sanction Alessandrini Co., if in the public interest, 
for the misconduct of associated persons committed prior 
to their association with Alessandrini Co. 


Public Interest 


Respondents urge that the sanctions imposed by the ad- 
ministrative law judge are unduly harsh. Weiss argues that 
if there was a manipulative scheme he was unwittingly 
used as a vehicle through which one step of the fraud was 
effectuated. He states that while perhaps he did not ex- 
ercise sufficient diligence in the ACI situation, he was 
trading a large number of securities, and that this is the 
first securities disciplinary proceeding against him although 
he has been in the securities business for 15 years. The 
Alessandrini respondents state that the present firm is not 
the same entity as the former company, that Alessandrini’s 
ownership interest in the present firm is different than it 
was in the old firrn, 18 and that Weiss is no longer em- 
ployed by the present firm, having been terminated after 
the conclusion of the hearings. 


We have carefully considered the factors presented but in 
our opinion they are not sufficient to overcome the seri- 
ous violations disclosed by the record. As we have seen, 
A Co., Budin Co., Weiss and Budin at the least should 
have realized that they might be participating in a manip- 
ulative scheme and they failed to make the required 
diligent inquiry, thus lending themselves to the creation 
of an artificial market in ACI stock which was an integral 
part of the fraudulent scheme. Over 140,000 ACI shares 
were used to secure bank loans of over $720,000, most of 
which are now in default. The manipulative activities we 
have found involving the insertion of arbitrary and pre- 
determined quotations in the sheets impair the integrity 
of the securities markets and investor confidence in them, 
are detrimental to the public interest, and as so often is 
the case could not have succeeded without the active or 
passive assistance of broker-dealers. 


Under ali the circumstances, we agree with the administra- 
tive law judge that it is in the public interest to revoke 
Alessandrini Co.'s registration, expel it from the NASD, 
and bar Weiss from association with any broker-dealer. 

We also consider it appropriate to revoke the registration 
of Budin Co., 19 which through Budin, its president and 
trader, was an active participant in the manipulative 
scheme, and to bar Budin and Alessandrini, who have 
previously been disciplined by the NASD, 0 from associ- 
ation with any broker-dealer, with the provision that after 
four months Budin and Alessandrini may apply to the 
Commission for permission to become so associated in a 
non-supervisory capacity subject to adequate supervision. 


An appropriate order will issue. 21 


By the Commission (Commissioners OWENS, LOOMIS, 
EVANS and SOMMER), Chairman GARRETT not partic- 
ipating. 


George A. Fitzsimmons 
Secretary 


1Alessandrini Co. was incorporated in November 1968, 
after the period involved in these proceedings and before 
withdrawal of A Co.'s registration. 


2Briefs were filed by respondents and our Division of En- 
forcement, and we heard oral argument. Our findings are 
based on an independent review of the record. 


3La Marca had previously been the president of J. P. 
Howell & Co., Inc., a registered broker-dealer. Howell's 
registration was revoked and La Marca was barred from 
association with any broker or dealer on the basis of find- 
ings of willful violations of anti-fraud provisions in con- 
nection with the sale during 1961-1962 of Puritan stock. 
Securities Exchange Act Release No. 8087 (June 1, 1967). 


4in his initial decision the administrative law judge con- 
cluded that Hunter’s broker-dealer registration should be 
revoked and that Weseman, Hunter’s trader, should be 
barred from association with any broker or dealer; and 
that Meadows'’s registration should be suspended for one 
month and that Kantrowitz, Meadows’ trader, should be 
suspended for three months. No review of the initial deci- 
sion has become final as to them. Securities Exchange Act 
Release No. 9480 (February 8, 1972). 


SHunter entered quotes of 10-12 on 89 days between 
December 5, 1967, and April 24, 1968. Meadows entered 
the same quotes on 40 days between December 20, 1967 
and April 24, 1968. 


6Hunter and Meadows also had only a relatively few trans- 
actions. Hunter as agent bought 580 ACI shares and sold 
903, all for the account of La Marca. As principal Hunter 
effected purchases of 1220 shares and sales of 1110 shares, 
including sales of 810 shares to La Marca. Meadows as 
principal purchased 1150 shares, 800 of them from A Co., 
and sold 1150 shares, including 80 to A Co. 


7Quotations in the sheets are the basis for valuing col- 
lateral for loans. See Report of Special Study of Securities 
Markets, H. R. Doc. 95, Pt. 2, p. 595 (88th Cong. 1st. 
Sess.). Congress recognized the importance of this factor 
in Section 2(2) of the Exchange Act. Evidence in the rec- 
ord with respect to some of the lenders confirms that they 
relied on the apparent market value of the ACI stock. 


80f over $720,000 in bank loans for which ACI stock was 
pledged as collateral, about $661,000 is in default. Around 
December 1968 a receiver was appointed for ACI and in 
April 1969 it was adjudicated a bankrupt. 


9La Marca was found to have had a somewhat similar ar- 
rangement with Weseman, the trader for Hunter, who also 
began quoting ACI stock at 10-12 on December 5, 1967 
after a conversation with La Marca. 


10Weiss’s purchases of about 1800 ACI shares for La Mar- 
ca and sales of about 1100 shares for La Marca also cast 
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doubt on Weiss’s contention that he entered the sheets 
with two-sided quotations to facilitate the accumulation 
of shares for La Marca. 


l1Cf. D. H. Blair & Co., Securities Exchange Act Release 
No. 8888, p. 11 (May 21, 1970). 


12Securities Exchange Act Release No. 8909 (June 24, 
1970). 


13The administrative law judge found that there was no 
violation of Rule 15c2-7(a)(1)(A), relating to a corres- 
pondent broker-dealer submitting quotations ‘for the ac- 
count or in behalf of another broker or dealer,” conclud- 
ing that there was no basis for finding here that one 
broker-dealer was buying “for the account or in behalf of” 
the other within the meaning of the rule. We agree. 


14D. H. Blair & Co., Securities Exchange Act Release No. 
8888, pp. 10-11 (May 21, 1970). 


15¢f. Samuel H. Moss, Inc. v. F.T.C., 148 F. 2d 378, 
380 (C.A. 2, 1945), cert. den. 326 U.S. 734. 


16Cf. California v. Green, 399 U.S. 149 (1970), in which 
the Supreme Court held that the confrontation clause of 
the Constitution is not violated by admitting a declarant’s 
prior out-of-court statements, as long as the declarant is 
testifying as a witness at the trial and is subject to full 
and effective cross-examination. 


17 The introductory paragraph of Section 15(b)(5) states 
in pertinent part that the Commission shall impose sanc- 
tions on a broker-dealer, if it finds them in the public in- 
terest and if it finds that ‘“‘any person associated with 
such broker or dealer, whether prior or subsequent to be- 
coming so associated,” willfully violated or willfully aided 
and abetted the violation of the securities acts or failed 
reasonably to supervise a person subject to his supervision 
with a view to preventing such violations. 


18 Alessandrini is stated to have owned about 50% of the 
stock in the old company and to own 100% of the stock 
of the new company. This factor, if anything, would sup- 
port rather than mitigate against disciplinary action 
against the new firm based on findings of misconduct by 
Alessandrini. 


190n June 7, 1971, a receiver was appointed for Budin 
Co. See Litigation Release No. 5041 (June 11, 1971). In 
July 1973, pursuant to an offer of settlement in proceed- 
ings before the NASD involving other matters, Budin Co. 
was expelled from NASD membership. 


20The NASD in July 1962 censured Alessandrini for vio- 
lations of, among other things, credit-extension, record- 
keeping and ‘‘free-riding” provisions, and in September 
1965 fined and censured him for Regulation T violations 
In subsequent NASD proceedings, Alessandrini Co. and 
Alessandrini were fined, censured and suspended for 15 
days for various violations of the NASD rules. Securities 
Exchange Act Release No. 10313 (August 1, 1973). In 
connection with the expulsion of Budin Co. from the 
NASD in July 1973 referred to above, Budin was suspend- 
ed from association with any NASD member as a regis- 
tered representative for six months, as a principal in a 
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supervisory or managerial capacity for one year, and in the 
capacity of financial principal for five years. 






21The exceptions to the initial decision of the administra- 
tive law judge are overruled or sustained to the extent 
they are inconsistent or in accord with our decision. 
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Admin. Proc. File No. 3-2391 
In the Matter of 


ALESSANDRINI & CO., INC. 
11 Broadway 

New York, New York 
(8-14370) 


PAUL P. ALESSANDRINI 
RAYMOND I. WEISS 


PHILIP S. BUDIN & CO., INC. 
One Exchange Place 

Jersey City, New Jersey 
(8-13488) 


PHILIP S. BUDIN 


ORDER IMPOSING 
REMEDIAL SANCTIONS 2 


Proceedings having been instituted pursuant to Sections 
15(b) and 15A of the Securities Exchange Act to deter- 
mine what, if any, remedial action is appropriate in the 
public interest with respect to, among others, Alessandrini 
& Co., Inc., Paul P. Alessandrini, Raymond |. Weiss, 
Philip S. Budin & Co., Inc. and Philip S. Budin; 


Hearings have been held after appropriate notice, the ad- 
ministrative law judge having submitted an initiai decision, 
the Commission having granted petitions for review filed 

by respondents and made the initial decision the subject 

of review with respect to all other issues before the ad- 
ministrative law judge concerning those respondents, 
briefs having been filed, and oral argument having been | 
heard; 


The Commission having this date issued its Findings and 
Opinion; on the basis of said Findings and Opinion 


IT IS ORDERED that the registrations as brokers and 
dealers of Alessandrini & Co., Inc. and Philip S. Budin & 
Co., Inc. be, and they hereby are, revoked, that Ales- 
sandrini & Co., Inc. be, and it hereby is, expelled from 
membership in the National Association of Securities 
Dealers, Inc., and that Paul P. Alessandrini, Raymond lI. 
Weiss and Philip S. Budin be, and they hereby are, barred 
from association with any broker or dealer, provided, 
however, that after four months from the date of this 

order Alessandrini and Budin may apply to the Commis- 

sion for permission to become so associated in a non- 
supervisory capacity subject to adequate supervision. y 
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By the Commission. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10467/November 1, 1973 


See Investment Company Act Release No. 8054/November 
1, 1973. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10468/November 1, 1973 


See Investment Company Act Release No. 8055/Novem- 
ber 1, 1973. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10469/November 1, 1973 


Admin. Proc. File Nos. 3-3867 and 3-386& 
In the Matter of 


H. TOM KIGHT Ill 
Oklahoma City, Oklahoma 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTION 


In these broker-dealer proceedings under the Securities 
Exchange Act, H. Tom Kight Ill, who was a registered 
representative of Don D. Anderson & Co., Inc. (“regis- 
trant’), formerly a registered broker-dealer, 1 has sub- 
mitted an offer of settlement. Solely for the purpose of 
these proceedings or any other proceedings pursuant to 
Sections 15(b) and 15A of the Exchange Act, and with- 
out admitting or denying the allegations in the order for 
proceedings as amended, Kight consents to certain find- 
ings of willful violations as alleged in that order and to 
the imposition of a specified sanction. Upon the recom- 
mendation of its staff, the Commission determined to 
accept the offer. 


On the basis of the amended order for proceedings and 
the offer of settlement, it is found that, during the period 
from about February 26, 1970 through February 24, 
1972, Kight willfully aided and abetted violations of Sec- 
tions 5(a) and 5(c) of the Securities Act in that he of- 
fered, sold and delivered shares of common stock of Four 
Seasons Nursing Centers of America, Inc., when no regis- 
tration statement had been filed or was in effect as to 
those shares. . 


The offer of settlement provides that Kight may be barred 
from association with any broker or dealer with the 
proviso that, after one year, he may apply for permission 
to become so associated in a supervised capacity upon a 


showing that he will be properly supervised and that grant- 


ing him such relief would be in the public interest. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that H. Tom Kight II! be, 
and he hereby is, barred from being associated with any 
broker or dealer except that, after one year, he may apply 
for permission to become so associated in a supervised 
capacity upon a showing that he will be properly su- 
pervised and that granting him such relief would be in the 
public interest. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1Registrant’s broker-dealer registration was revoked in 
these proceedings on the basis of its consent. 


2The findings herein are not binding on any other re- 
spondent named in these proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10470/October 31, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act’’) the temporary suspension of 
over-the-counter trading in the securities of Fairfield 
General, Inc. (“Fairfield’’), located in Fairfield, New Jer- 
sey, for a ten-day period commencing at 11:30 a.m. (EST) 
on October 31, 1973 and terminating at midnight (EST) 
on November 9, 1973. 


The Commission initiated the trading suspension in the 
securities of Fairfield because the company has failed to 
comply with the reporting provisions of the Exchange 
Act resulting in the lack of current and accurate informa- 
tion available to the public. Fairfield is delinquent in fil- 
ing its annual report on Form 10-K for 1972 and its 
quarterly reports on Form 10-Q for the first two quarters 
of 1973. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 
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If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10471/October 31, 1973 


The Securities and Exchange Commission announced pur- 
suant to Sections 15(c)(5) of the Securities Exchange Act 
of 1934 (Exchange Act) the temporary suspension of the 
over-the-counter trading in the securities of United Gi- 
braltar Corporation (United) for one ten-day period com- 
mencing 11:30 a.m. (EST) on October 31, 1973 and 
terminating at midnight (EST) on November 9, 1973. 


United is a Florida corporation with offices located at 
4211 North Brown Avenue, Scottsdale, Arizona. United 
represents that it is engaged, through its wholly-owned 
subsidiaries, in the development, design, operation, and 
sale of controlled environment agricultural units. 


The suspension was initiated because of questions raised 
concerning the adequacy and accuracy of financial infor- 


mation about United available to the public. United's certi- 


fied public accountant stated in his opinion rendered on 
United's financia! statement for the fiscal year ended 
April 30, 1973 contained in United’s Annual Report on 
Form 10-K for the fiscal year ended April 30, 1973 that 
United did not follow accepted principles of accounting 
on a consistent basis during that fiscal year. In addition, 
in footnotes to financial st=i:ments in United’s Annual 
Report on Form 10-K for iis fiscal year ended April 30, 
1973, the accuracy of United's liabilities, cash receipts, 
and cash disbursements is questioned by United's certi- 
fied public accountant because of the lack of controls and 
the incompleteness of the financial records of United. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10472/October 31, 1973 


Admin. Proc. File No. 3-4047 
In the Matter of the Application of 


FRIEDMAN & CO. 
170 Broadway 
New York, New York 


and 
ALBERT FRIEDMAN 
For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


FINDINGS, OPINION AND ORDER MODIFYING AC- 
TION OF REGISTERED SECURITIES ASSOCIATION 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


In proceedings for review of disciplinary action by reg- 
istered securities association, association’s findings of vio- 
lation of its rules based on sole proprietor member's fail- 
ure to honor trades, sustained, but under circumstances 
including managerial nature of violation, sanctions modi- 
fied to permit association with members in non-super- 
visory, non-managerial and adequately supervised capacity. 


APPEARANCES: 
Jesse Zasiav, for applicant. 


Lloyd J. Derrickson, Andrew McR. Barnes and Raymond 
J. Gustini, for the National Association of Securities 
Dealers, Inc. 


This is an application pursuant to Section 15A(g) of the 
Securities Exchange Act of 1934 by Albert Friedman, 
sole proprietor of Friedman & Co., for review of dis- 
ciplinary action taken by the National Association of 
Securities Dealers, Inc. (““NASD’’). The NASD found that 
applicant violated Article II1, Section 1 of the NASD’s 
Rules of Fair Practice 1 in that the firm failed to honor 


sales of securities to another member. The NASD expelled | 


the firm from membership, revoked Friedman’s registra- 
tion as a principal, and imposed costs against him of 
$196.26. 2 


First New York Equities Co. (““FNY”), complainant in 
these proceedings before the NASD, purchased from the 
applicant member a total of 900 units of Electrogasdy- 
namics on three dates in September 1970. Applicant had 
not delivered any of the units by the settlement dates. On 
September 23, the day after the last settlement day, FNY 
sent the firm a notice that on September 25 FNY would 
purchase the units and charge applicant for any loss sus- 
tained, pursuant to the “buy-in” procedure set forth in 
Section 59 of the NASD’s Uniform Practice Code. 3 At 
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applicant’s request however, FNY waited until October 5. 
Applicant then agreed to ‘‘mark to the market,” i.e., de- 
posit with FNY in cash the difference between the pur- 
chase prices and the then market price, which had risen 
substantially since the September trade dates. 4 Applicant, 
however, could not make the payment when the FNY 
representatives arrived at applicant's office later that day. 
FNY then sent applicant a second buy-in notice effective 
the next day, October 6. On that day applicant promised 
to deliver the units, but when none had been delivered by 
3:20 p.m., FNY purchased the 900 units at approximate- 
ly double the original purchase prices. 5 The buy-in gave 
rise to a balance due FNY from applicant of $8,475, 
which applicant did not pay. 


Applicant does not dispute these facts but asserts that he 
was not financially able to deliver the units. § The NASD 
points out, however, that applicant in effect was speculat- 
ing by selling the securities short at a time when the firm 
was in financial difficulty and it was doubtful he could 
cover such sales. We find, on the basis of such financial 
irresponsibility, that applicant’s conduct violated Article 
ll, Section 1 of the NASD Rules of Fair Practice. 


Applicant does not question the expulsion from member- 
ship in the NASD but urges that a revocation of his reg- 
istration which will preclude him from engaging in the 

securities business in any capacity is harsh and excessive. 


He asserts that he was the victim of market changes and 
financial reverses and that he had no intention to defraud 
anyone; that he has lost all the money he put into his 
business, and borrowed additional sums in an effort to 
pay insofar as possible amounts owed to brokers when he 
discontinued business in September 1970 because of fi- 
nancial difficulties; that in August 1972 he made an offer 
to the complainant to make restitution in payments of 
$100 per month but has received no response; and that 
none of his few retail customers has suffered any loss. 


The NASD argues that severe sanctions are justified. It 
points out that short selling, if carried out on a wide- 
spread basis by thinly capitalized members, could lead to 
the collapse of many firms. 


We share the NASD’s concern for the financial integrity 
of its members and agree that a substantial sanction is ap- 
propriate in the public interest. It is noted, however, that 
when it became clear that applicant was unable to comply 
with our net capital requirements, 7 he voluntarily ceased 
his securities operations except for efforts to clean up 
existing situations, and that this occurred before the com- 
plainant’s buy-in of October 6, 1970. Applicant’s conduct 
does indicate that in the public interest he should not be 
entrusted with the responsibility of managing or owning 

a securities business, but it is not necessary to revoke his 
registration without qualification and in effect bar him 
from any association with any broker or dealer. It is ap- 
propriate in the public interest, therefore, to reduce the 
sanction imposed against him to provide that he ‘be barred 
from association with any NASD member in a managerial 
or supervisory capacity. He may become associated with 

a member in a non-supervisory position however, only 
upon a showing satisfactory to the NASD that he will be 


) adequately supervised. 





Accordingly, 1T 1S ORDERED that the sanction imposed 

against Albert Friedman be, and it hereby is, modified as 

provided above and that the action taken by the NASD in 
other respects be, and it hereby is, affirmed. 


By the Commission (Commissioners OWENS, LOOMIS, 
EVANS and SOMMER), Chairman GARRETT not partic- 
ipating. 


George A. Fitzsimmons 
Secretary 


lArticle 111, Section 1 requires that a member, in the con- 
duct of his business, shall observe ‘‘high standards of com- 
mercial honor and just and equitable principles of trade.” 


2Briefs were filed with us. Our findings are based upon an 
independent review of the record certified to us by the 
NASD. 


3Section 59 provides, in substance, that where a seller has 
not performed a contract by the date delivery is due, the 
buyer, after giving notice, may purchase, i.e., “buy-in,” in 
the market and for the account and risk of the seller, the 
securities which were to have been delivered. 


4See Section 58 of the NASD Uniform Practice Code. 


5Applicant attempted to deliver 300-400 common shares 
about 4 p.m. 


6Before the NASD District Committee but not at the 
hearing before the NASD Board of Governors, applicant 
asserted that FNY’s execution of the buy-in on October 6 
was premature since the notice had originated with 
another broker on October 5 and had been retransmitted 
by FNY and therefore, as provided by Section 59(b) of 
the Practice Code then in effect, the October 6 deadline 
was extended an additional 24 hours. It appears that 
under this section the originator of the buy-in would have 
had to wait this additional period, but not the transmitter, 
FNY. In any event, as indicated by the NASD, Section 
59(d) of the Code, as then in effect, provided that a buy- 
in notice could remain in effect for 14 days. Hence, execu- 
tion of the buy-in was valid under the September 24 
notice. Applicant also asserts, before the NASD, that the 
buy-in was part of a plan to squeeze him financially and 
that the price at which the shares were purchased by 
FNY, 17%, was 3-4 points above market. These assertions, 
however, which are not pressed here, would not have con- 
stituted excuses for applicant’s original failure to honor 
the trades. 


7Section 15(c)(3) of the Act and Rule 15c3-1 thereunder. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10473/November 2, 1973 


In the Matter of 

GOVERNMENT GUARANTEED SECURITIES 
CORPORATION 

427 West Fifth Street 

Los Angeles, California 90013 
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File No. 2-47141 


Securities Exchange Act of 1934 
Section 15(a)(2) 


NOTICE OF APPLICATION AND 
OPPORTUNITY FOR HEARING 


NOTICE IS HEREBY GIVEN That Government Guar- 
anteed Securities Corporation (‘“Applicant’’) has filed an 
application pursuant to Section 15(a)(2) of the Securities 
Exchange Act of 1934, as amended, (the “‘Act’’), for an 
order exempting it from the registration requirements of 
Section 15(a)(1) of the Act. 


Section 15(a)(2) empowers the Commission to exempt any 
broker or dealer or class of brokers or dealers, either un- 
conditionally or upon specified terms and conditions or 
for specific periods, from the registration requirement of 
Section :15(a)(1) of the Act, if the Commission deems it 
necessary or appropriate in the public interest or for the 
protection of investors. 


Government Guaranteed Securities Corporation (‘““GGSC’’) 
is a California Corporation which assists business entities 
in obtaining business loans under the United States Small 
Business Administration’s (“SBA”) loan guarantee pro- 
gram. A loan made to an eligible small business with SBA 
approval qualifies for an SBA loan guarantee as to prin- 
cipal and interest to the extent of 90% of the unpaid bal- 
ance of the loan or $350,000, whichever is less. GGSC 
also has been authorized by the SBA to act as a direct 
lender under the loan guarantee program. In addition to 
these activities, GGSC acts as general agent for insurance 
companies in selling insurance on the lives of principals of 
such borrowers. 


When GGSC assists small business concerns in applying to 
lending institutions for loans with respect to which up to 
90% of the principal and interest may be guaranteed by 
the SBA, GGSC customarily agrees to purchase from each 
such lending institution, at the time a loan is consum- 
mated, the guaranteed portion of such loan. GGSC then 
offers these guaranteed portions of loans to various institu- 
tional investors. GGSC asserts that when it engages in this 
activity, it acts as a secondary trader only for the guar- 
anteed portion of loans. 


In addition to assisting small business concerns in acquir- 
ing loans from third parties, GGSC, in some instances; 
makes direct loans to such concerns. In these situations, 
since the SBA will guarantee only up to 90% of the prin- 
cipal and interest of a loan, GGSC must assume the risk 
as to the non-guaranteed portion of the loan—normally 
10% of the loan. In return for the loan, the borrower 
issues a note to GGSC for the full amount. Moreover, the 
loan generally is collateralized by real estate trust deeds, 
security interests in personal property, personal guaran- 
tees and life insurance proceeds. As in the case of loans 
made by other lending institutions, GGSC sells the SBA 
guaranteed portions of the loans, although it retains the 
non-SBA guaranteed portions. 


For a more detailed statement of the information, all per- 
sons are referred to said application which is on file in 
the offices of the Commission at 500 North Capitol St., 
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N.W., Washington, D.C. 20549. 


NOTICE IS FURTHER GIVEN that any interested person 
not later than November 22, 1973, may submit to the 
Commission in writing his views or any substantial facts 
bearing on this application or the desirability of a hearing 
thereon. Any such communication or request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, 500 North Capitol Street, N.W., Washington, D.C. 
20549, and should state briefly the nature of the interest 
of the person submitting such information or requesting 
the hearing, the reason for such request, and the issues of 
fact and law raised by the application which he desires to 
controvert. At any time after said date, an order granting 
the application may be issued upon request or upon the 
Commission’s own motion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10474/November 1, 1973 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter trading in 
the securities of First Leisure Corporation (‘‘FLC”) of 
Beverly Hills, California, will terminate at midnight (EST) 
on November 1, 1973. 


The Commission initiated the trading suspension on 
September 28, 1972 because of questions concerning the 
accuracy and reliability of FLC’s statement of operations 
and financial condition and because of the absence of reli- 
able, current information concerning the method of opera- 
tion and financial condition of FLC’s only operating sub- 
sidiary, Goldstein, Samuelson, Inc. (““GSI"’), a commodities 
put and call option dealer. Additional questions were 
raised concerning the applicability of the registration and 
anti-fraud provisions of the Federal securities laws in the 
offering of commodities option contracts by GSI. 


On November 2, 1972, the Commission filed a complaint 
seeking an injunction against FLC, GS Financial Corpora- 
tion dba Goldstein, Samuelson, Inc., Harry Goldstein 
(Chairman of the Boards of GSI and FLC), Steven Powers, 
Kenneth Hartford, Harry Hope, Wayne Mosely and Andrew 
deRosa. On March 5, 1973, a permanent injunction was 
entered against the defendants enjoining them from furth- 
er violations of the registration and anti-fraud provisions 
of the federal securities laws with respect to the sale of 
securities of FLC and “‘Planned Commodity Option Ac- 
counts” guaranteed by GSI. 


On March 5, 1973, the Commission filed a complaint 
seeking an injunction against GSI and Harold Goldstein 
alleging similar violations in the sale of commodity option 
investment contracts. On October 29, 1973, a permanent 
injunction was entered by consent against Harold Gold- 
stein and GSI enjoining them from further violations of 
the anti-fraud and registration provisions of the federal 
securities laws in the offer and sale of investment con- 
tracts which purported to be commodity options, and for 
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conducting business as a broker-dealer without registering 
with the Commission. 


On February 27, 1973, the Los Angeles Federal Court 
placed GSI in receivership at the request of the Commis- 
sion because, among other things, the financial cor dition 
of GSI and Harold Goldstein's alleged conversion of cus- 
tomer funds. GSI was adjudged an involuntary bankrupt 
on April 30, 1973. On July 30, 1973, Curtis B. Danning 
of 15233 Ventura Boulevard, Sherman Oaks, California, 
was appointed trustee for GSI. Mr. Danning has informed 
creditors that GSI’s main assets in hand were $5.9 million 
cash plus $888,076 on deposit but attached; about $30 
million was also owed the company by its customers, but 
there was little likelihood of recovery of these funds; and 
that an initial report based on highly tentative data in- 
dicated that GSI's liabilities to customers, if they exercise 
their open options, were estimated at possibly $76 mil- 
lion as of February 27, 1973. 


It is presently not known whether an audit of GSI will be 
conducted. 


On May 10, 1973, Harold Goldstein was named in a 16- 
count indictment alleging mail fraud and perjury in the 
sale of commodity options. Goldstein entered a plea of 
guilty to three counts of mail fraud in the offer and sale 
by GSI of options on unregulated commodities. Sentenc- 
ing has been set for March 9, 1974. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 


from entering quotations relating to the securities in ques- 


tion until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have- been 
met. If any broker or dealer enters any quotation which 
is in violation of said rule, the Commission will consider 
the need for prompt enforcement action. 


For further information, see Litigation Release Numbers 
5767, 5770, 5816, and 5838. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10475/November 1, 1973 


Admin. Proc. File No. 3-3081 


In the Matter of 


FOX SECURITIES COMPANY, INC. 
New York, New York 
(8-14748) 


MORRIS FOX 


FINDINGS, OPINION AND ORDER 
IMPOSING REMEDIAL SANCTIONS 


BROKER-DEALER PROCEEDINGS 
Grounds for Remedial Action 


Where registered broker-dealer failed to comply with net 
capital, records, reporting and underwriting escrow require- 
ments of Securities Exchange Act and rules thereunder, 
and where its president aided and abetted such violations, 
held, in public interest to revoke broker-dealer’s registra- 
tion and to bar president from association with a broker 
or dealer in a supervisory capacity. 


Continuing Responsibility for Recordkeeping and Report- 
ing—Effect of General Assignment for the Benefit of 
Creditors 


Where corporate broker-dealer made a general assignment 
for the benefit of creditors regular on its face and ap- 
parently effective under local law and where assignee had 
actual or constructive possession of registrant's records, 
held, registrant's former controlling person niether re- 
sponsible for nor a willful aider and abettor in violations 
based on registrant’s post-assignment failure to preserve 
records and file reports. 


Supervision 


Charge of failure to supervise against corporate broker- 
dealer’s president, sole stockholder and operating manager 
who was responsible for and had been found to have will- 
fully aided and abetted firm’s violations, rejected. A find- 
ing of failure to supervise against a person found responsi- 
ble for the substantive violations themselves would be in- 
appropriate and inconsistent. 


APPEARANCES: 


Donald N. Malawsky, Allan A. Martin and Edward J. 
Levitt, of the New York Regional Office of the Commis- 
sion, for the Division of Enforcement. 


Wilfred T. Friedman, of Shaftan Friedman Hodys & Sal- 
more, for respondents, 


Following hearings in these proceedings pursuant to Sec- 
tion 15(b) of the Securities Exchange Act, the administra- 
tive law judge filed an initial decision in which he found 
various violations of the Act and concluded that the 
broker-dealer registration of Fox Securities Company, Inc. 
(“registrant’’) should be revoked, that registrant should be 
expelled from the National Association of Securities Deal- 
ers, Inc. (“NASD”), and that Morris Fox, registrant's 
president and sole shareholder, should be barred from 
association with any broker-dealer provided that after a 
period of two years he may become so associated in a 
supervised capacity upon a satisfactory showing that he 
will be adequately supervised. We granted petitions for re- 
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view filed by respondents and our Division of Enforce- 
men and thereafter heard oral argument. 1/ 


Fox, as a sole proprietorship doing business as Fox Securi- 
ties Company, became a registered broker-dealer in June 
1969. In April 1970 registrant took over the assets and 
liabilities of, and in June 1970 became registered as the 
corporate successor to, the sole proprietorship. 2/ On 
July 6, 1970, registrant notified our New York Regional 
Office in writing that it had encountered record-keeping 
discrepancies which made it impossible for the firm to 
determine the exact status of its cash or net capital posi- 
tion as of that time and that the firm was therefore suspen- 
ding activities and would limit its trading to liquidating 
long positions and covering short positions. Thereafter, on 
September 17, 1970, registrant executed an assignment for 
the benefit of creditors. 


Net capital Violations 


It is undisputed and the record establishes that Fox, on 
December 31, 1969 and January 31, 1970, and registrant, 
on June 30, 1970, had net capital deficiencies amounting 
to $4,971, $29,682 and $157,912 respectively and that a 
securities business was being conducted when those net 
capital deficiencies existed. 3/ We find, as did the admin- 
istrative law judge, that Fox willfully violated, and that 
registrant, willfully aided and abetted by Fox, also willfully 
violated Section 15(c) (3) of the Act and Rule 15c3-1 
thereunder. 


Record-Keeping and Reporting Violations 


The NASD, which at its request had been receiving monthly 
net capital computations during the first part of 1970, did 
not receive a financial statement for May 1970 from re- 
gistrant, but did receive a letter from Fox indicating that 
registrant had incurred some difficulty and was suspending 
operations. As noted earlier, Fox wrote to our regional 


office under date of July 6, 1970 to the same general effect. 


The July 6 letter specifically stated that registrant had en- 
countered record-keeping discrepancies which made it im- 
possible to know the exact status of its cash or net capital 
position, that an outside auditor had been retained to bring 
the records up-to-date, and that the firm was voluntarily 
suspending activities until the differences could be resolved. 
4/ An examiner for the NASD who made a special exam- 
ination of registrant in July 1970 to determine its net capi- 
tal position as of June 30, 1970 testified that he found 
some imbalances between the figures in the general ledger 
and those in the supporting ledgers. When an investigator 
from our regional office visited registrant on July 8, 1970 
to determine the status of its books and records and its 
capital position, he was advised by Fox that registrant had 
problems as a result of switching from a manual to a com- 
puterized method of keeping records and that as a result 
registrant’s books and records were inaccurate and unreli- 
able. In view of this statement the investigator made no 
attempt to obtain a current trial balance. 


On the basis of this record, we find, as did the administra- 
tive law judge, that registrant, willfully aided and abetted 

by Fox, willfully violated the record-keeping requirements 
of Section 17(a) of the Act and Rule 17a-3 thereunder. 5/ 
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The Division contends that the record-keeping requirements 
were violated in two other respects in that the records pro- 
duced at the hearings (1) did not include and therefore re- 
gistrant did not keep all the records required to be kept by 
a registered broker-dealer, and (2) the records that were 
produced did not contain the necessary supporting detail. 
The administrative law judge concluded that these aspects 
of the charges of record-keeping violations were not es- 
tablished. We agree. These charges were based on the as- 
sumption that all of registrant's records were produced at 
the hearings. The evidence is to the contrary. 


Some of registrant’s books and records were turned over in 
September 1970 to the attorney for the assignee pursuant 
to the assignment for the benefit of creditors; these in the 
main were the records produced at the hearings. Other re- 
cords were left at registrant's old offices and are apparently 
no longer available. 6 / However, as the administrative law 
judge noted, the testimony of an NASD examiner who 
visited registrant's offices in July 1970 indicates that in 
general the records required of a registered broker-dealer 
were there, although, as noted above, he found problems in 
reconciling certain figures into the general ledger. 7/ The 
examiner also specifically testified that in a prior examin- 
ation of Fox's sole proprietorship in March 1970 he found 
all the usual broker-dealer books and records. All of Fox's 
books and records were taken over by the corporate regis- 
trant when it succeeded to the business of the sole proprie- 
torship. The books produced at the hearings clearly con- 
tained cross references to other records which respondents 
assert contained the necessary supporting details. While we 
are thus unable to find that the record supports the charges 
of the additional record-keeping violations, it is clear that 
the missing records were not preserved as required by Rule 
17a-4 under Section 17(a) of the Act. Itis also clear that 
registrant did not file reports of financial condition for the 
years 1970 and 1971, as required by Rule 17a-5 under Sec- 
tion 17(a) of the Act. In these respects, we find, as did the 
administrative law judge, that registrant willfully violated 
Section 17(a) of the Act and Rules 17a-4 and 17a-5 there- 
under. 


Fox denies that he had any responsibility for the failure to 
preserve records and the failure to file reports. He points 
out that the records were lost or destroyed and the obli- 
gation to file reports matured after the September 1970 
assignment for the benefit of creditors and asserts that 
thereafter he had neither control of nor access to the books 
and records and was in no position to file reports. 8/ The 
Division argues that the assignment for the benefit of cre- 
ditors was not “perfected” and that Fox remained respon- 
sible for preserving records and filing reports. 


The record does not support the contention that the assign- 
ment was not “perfected” or that it was ineffective. In fact, 
the assignment was duly executed by Fox for registrant and 
by the assignee, acknowledged by both of them before a 
notary public, and filed with the County Clerk of New York 
County in accordance with state law. In addition, as already 
noted, various of registrant’s books and records were de- 
livered to the office of the attorney for the assignee, which 
was in the same suite of offices as the assignee’s office. Also, 
various tangible assets of registrant were received by the 
assignee or by his attorney; the assignee’s attorney notified 
the Post Office to send all mail addressed to registrant to 
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the assignee; the attorney opened a special bank account in 
the name of the assignee for the deposit of funds due re- 
gistrant; and a former employee of registrant was engaged 
to work on the records and prepare certain schedules. In 
June 1971, before the institution of these proceedings, the 
attorney for the assignee, following requests from our staff, 
filed an amendment executed by the assignee to registrant's 


broker-dealer form reporting the fact that he was the assignee 


for the benefit of registrant's creditors. 9/ There is no 
evidence that the assignee withdrew or that he or his attor- 
ney took any steps to terminate the assignment. The re- 
cord indicates that registrant's affairs -- such as they then 
were -- were under the assignee’s control and that he had 
actual or constructive possession of its records. Hence we 
cannot find Fox personally responsible for or a willful aider 
and abettor in the violations based on the failure to pre- 
serve records and file reports after the assignment for the 
benefit of creditors. 


Other Charges 


We find, as did the administrative law judge, that registrant, 
willfully aided and abetted by Fox, willfully violated Sec- 
tion 15(c) of the Exchange Act and Rule 15c2-4 there- 
under during the period April - July 1970. 10 / During this 
period registrant undertook to act as underwriter for a pub- 
lic offering of stock of Lektramatic Compu-Services, Inc. on 
a “50% or none” basis. Funds received were escrowed with 
a bank until it was determined whether the offering would. 
be consummated or whether the requisite subscriptions 
would not be obtained, in which latter event the funds were 
to be returned to the individual subscribers. There were 
about 115 tentative subscribers who remitted approximately 
$87,350 to registrant. Funds totaling $1600 received from 
three of the subscribers, however, were not deposited in the 
bank escrow account. 11./ When registrant abandoned the 
proposed offering after failing to obtain the requisite sub- 
scriptions, these three subscribers did not get their money 
back. 


Respondents urge that the failure to deposit the funds of 
the three subscribers in the escrow account with the sub- 
scriptions of the other 112 subscribers was due to inad- 
vertence and not willful. The administrative law judge 
stated that he found nothing in the record to suggest that 
registrant deliberately converted the funds of these three 


subscribers but concluded that such a finding is not necessary 


to support a finding of willful violation. We agree. It is 
well established that a finding of willfulness within the 
meaning of Section 15(b) of the Act need not be based on 
a finding of an intention to violate the law. 12 / 


The order for proceedings also alleged that Fox had failed 
reasonably to supervise persons subject to his supervision 
with a view to preventing violations of the Act. 13 / Re- 
gistrant was a small firm. Fox was the president, sole stock- 
holder and operating manager and as such not only had the 
responsibility to see to it that registrant complied with appli- 
cable regulations but obviously was aware of registrant's 

net capital and record-keeping difficulties. For these reasons 
we have agreed with the administrative law judge’s findings 
that Fox aided and abetted registrant's violations of the net 
capital, record-keeping and underwriting escrow require- 
ments. In some situations the difference between aiding and 
abetting and failure of supervision may be somewhat 


shadowy, with aiding and abetting connoting more of an 
active participation in or awareness of improprieties, and 
failure to supervise connoting more an inattention to super- 
visory responsibilities when more diligent attention would 
have uncovered improprieties. 14 / Here, having made 
findings of aiding and abetting against Fox with respect to 
violations of certain substantive provisions, it is inappro- 
priate and inconsistent to find him responsible for a failure 
of supervision with respect to the same misconduct. 15 / 


Public Interest 


Respondents urge that in any event the sanction ordered by 
the administrative law judge is excessive and is in part the 
result of his misunderstanding of a penalty imposed against 
Fox by the NASD. 16 / Respondents also assert that Fox 
understood (incorrectly) from his communications with a 
staff member that he was disqualified from engaging in the 
securities business while the assignment or these proceed- 
ings were pending and on the basis of this understanding he 
remained out of the industry for approximately 14 months, 
and we are urged to take this factor into consideration. 


The Division argues that the assignment for the benefit of 
creditors was void and part of a scheme by Fox to mis- 
appropriate registrant’s assets. The difficulty with this con- 
tention is that there is no support for it in the record be- 
fore us. The order for proceedings did not charge and 
there is no evidence in the record that Fox misappropriated 
any of registrant's assets, 17_/ nor is there any evidence 
that the assignment was executed in contemplation of any 
fraudulent scheme. It is true that at a conference in early 
September 1970 with Fox and his then attorney, our staff 
suggested, and Fox and his then attorney agreed, that regis- 
trant would file a petition in bankruptcy, and that this was 
not done. Fox's then attorney, however, had referred Fox 
to another attorney, allegedly a specialist in such matters, 
and it was this other attorney who then recommended to 
Fox the assignment for the benefit of creditors procedure 
as a preferable way to liquidate the firm and protect cre- 
ditors. That Fox executed an assignment for the benefit 
of creditors on behalf of registrant on the advice of this 
counsel rather than filing a petition in bankruptcy as sug- 
gested by our staff is not evidence of deceit or fraud. 


The violations we have found are serious: the net capital 
rule has been described as “one of the most important 
weapons in the Commission’s arsenal to protect investors”; 
18/ and accurate and current records are essential to en- 
able a broker-dealer to determine compliance with the net 
capital and other requirements. 19 / 


Without minimizing the seriousness of the violations, it is 
apparent that they related to Fox’s managerial responsibi- 
lities as a registered broker-dealer and as the principal offi- 
cer and manager of a registered broker-dealer. In a discip- 
linary proceeding which involved basically the same net 
capital and record-keeping difficulties during the same per- 
iod of time as in these proceedings, the NASD barred Fox 
from association with any NASD member in any principal 
or other supervisory capacity. Fox represents that he has 
not been employed with a registered broker-dealer in a 
supervised capacity for a number of months without any 
difficulties. 
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Our review of the record leads us to conclude that it is in 
the public interest to revoke registrant’s registration and to 
bar Fox himself from association with any broker or dealer 
in a proprietary, managerial or supervisory capacity but per- 
mit him to be employed in a supervised capacity. He may 
enter into any such future employment with a broker or 
dealer other than his present employer, however, only on a 
showing to our staff that he will be adequately supervised. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Fox Securities Company, Inc. be, and it 
hereby is, revoked, and that Morris Fox, subject to the 
above condition, be permitted to be associated with a bro- 
ker or dealer in a supervised capacity but that he be, and he 
hereby is, barred from association with any broker or dealer 
in a proprietary, managerial or supervisory capacity. 


By the Commission (Commissioners OWENS, LOOMIS, 
EVANS and SOMME R), Chairman GARRETT not parti- 
cipating. 


George A. Fitzsimmons 
Secretary 


1/ Our findings are based on an independent review of the 
record. 


2/ Rule 15b1-3 under the Exchange Act provides that 
where a broker-dealer succeeds to and continues the busi- 
ness of another registered broker-dealer, the registration of 
the predecessor shall be deemed to remain effective as the 
registration of the successor for a period of 60 days, pro- 
vided that an application for registration is filed by such 
successor within 30 days. 


3/ Section 15(c) (3) of the Exchange Act and Rule 15c3-1 
thereunder in pertinent part prohibited securities trans- 
actions by a broker-dealer when its aggregate indebtedness 
exceeded 2,000% of its net capital or when it had net capi- 
tal of less than $5,000. 


4/ There is nothing in the record to indicate that in fact 
the records were subsequently brought up-to-date and the 
differences resolved. 


5/ Section 17(a) and Rule 17a-3 as applicable here require 
that specified and accurate records, including those necessary 
for the computation of net capital position, be maintained 
and kept current. 


6/ Respondents’ counsel at oral argument stated that the 
assignee never removed the records left in registrant's old 
premises and that the landlord apparently disposed of them 
when the assignee did not pay the rent. 


Z/ This deficiency in registrant’s records as of July 1970 is 
covered by the finding of record-keeping violations noted 
above. 


8/ Rule 17a-5 requires that a financial report be filed as of 
a date within each calendar year, not more than 45 days 
after the date of the report. The rule provides that a bro- 
ker-dealer succeeding to and continuing the business of 
another broker-dealer need not file a report as of a date in 
the calendar year in which the succession occurs if the pre- 
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decessor broker-dealer had filed a report as of a date in such 
calendar year. The last report filed by Fox as a sole pro- 
prietor had been filed in December 1969 as of October 31, 
1969; accordingly, the corporate registrant as the successor 
broker-dealer was required to file a report as of a date in 
1970. Under Rule 17a-5, registrant had until February 15, 
1971 to file a report as of December 31, 1970 before a vio- 
lation with respect to 1970 occurred; such date was of 
course well after the assignment for the benefit or creditors 
executed in September 1970. 


9/ Although the Division requested and eventually received 
this amendment reflecting the assignment, it now complains 
that such assignment cannot be recognized under the securi- 
ties laws because there was no compliance with Rule 15b1-4 
under Section 15(b) of the Act. That rule provides among 
other things that the registration of a broker-dealer shall be 
deemed to be the registration of an assignee for the benefit 
of creditors appointed or qualified to continue the business 
of such registered broker-dealer provided that the assignee 
files with us, within 30 days after entering upon the per- 
formance of his duties, a statement setting forth as to such 
assignee substantially the information required by the bro- 
ker-dealer registration form. It is noted that the obligation 
to file a Rule 15b1-4 statement is piaced on the assignee, 
not Fox; that it applies where the assignee wishes to con- 
tinue the broker-dealer business whereas the assignee in this 
case apparently made no effort to continue a broker-dealer 
business; and that the assignee did belatedly file a broker- 
dealer registration form, without identifying it as a Rule 
15b1-4 statement. 


10 / Rule 15c2-4, as here relevant, provides that where a 
broker-dealer participates in a distribution of securities 
being made on an “all or none” or some other contingent 
basis rather than on a firm commitment, the money he 
receives as the sale price of the securities must be promptly 
transmitted to a bank which has agreed to hold such funds 
in escrow for the persons who have the beneficial interests 
therein and to transmit or return such funds directly to the 
persons entitled thereto when the contingency has occurred. 


11_/ The order for proceedings was amended at the com- 
mencement of the hearings to include the charge of a vio- 
lation of the escrow requirements. We see no merit in res- 
pondents’ argument that the granting of the motion to 
amend and the denial of respondents’ request to postpone 
the hearings to give them time to prepare to meet this new 
charge deprived them of due process. Respondents have 
shown no prejudice arising from these rulings. Although 
they state that they had difficulty in determining the branch 
of the bank in which registrant opened the escrow account, 
such information was a matter peculiarly within their know- 
ledge, and notwithstanding the claim of difficulty, respon- 
dents in fact were able to determine and introduce into the 
record evidence with respect to the establishment of such 
an account. 


12/ Seee.g. Tager v. S.E.C., 344 F. 2d 5, 8 (C.A. 2, 1965); 
The Ben Zenoff Company, Inc., Securities Exchange Act 
Release No. 9416, p. 4 (December 31, 1971). Respondents 
also argue that the notice that the $1,600 had not been 
returned to the three subscribers had initially gone to the 
assignee pursuant to his direction that all mail addressed to 
registrant be forwarded to the assignee, and that the assignee 
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took no action on such notice. Respondents misconceive 
the nature of the violation; such violation was committed 
when the subscription moneys were received by registrant 
and were not promptly escrowed, and that took place be- 
fore the assignment. 


13/ The order for proceedings also included a charge that 
registrant violated the antifraud provisions by engaging in 
business when it was incapable of promptly consummating 
securities transactions and when respondents knew that 
registrant was unable to meet its commitments as they be- 
came due. The Division’s proposed findings of fact to the 
administrative law judge did not cover that charge, the 
administrative law judge in his initial decision made no find- 
ing thereon, and the Division in its petition for review of the 
initial decision took no exception with respect thereto. In 
this case, therefore, that issue is not before us. But when 
the question has been brought to us, we have held that en- 
gaging in the securities business while insolvent or financial- 
ly unable to consummate transactions or to meet current 
obligations in the ordinary course of business does violate 
the antifraud provisions. See e.g. Weston and Company, 
Inc., Securities Exchange Act Release No. 9312 (August 
30, 1971). Since this basic fraud charge was not properly 
brought before us, we cannot conclude that registrant vio- 
lated the antifraud provisions by doing business while in 
violation of the record-keeping or even the net capital re- 
quirements. Such conduct, by itself, is simply the violation 
of the specific sections of the Act and of the rules appli- 
cable thereto, and not, in addition, a violation of the anti- 
fraud provisions. 


14/ Cf. Anthony J. Amato, Securities Exchange Act 
Release No. 10265, p. 5 (June 29, 1973), 2 SEC Docket 90. 


15/ Adolph D. Silverman, Securities Exchange Act Re- 
lease No. 10327, p. 4 (August 6, 1973), 2 SEC Docket 261. 


16 / In connection with his statement that the record doés: 
not indicate prior violations by respondents, the administra- 
tive law judge in a footnote noted that while the NASD had 
expelled registrant from membership and barred Fox from 
association with any other member, such sanctions were 
based on charges analogous to those involved in the instant 
proceedings and involving comparable time periods. In fact, 
the NASD had only barred Fox from association with any 
other member as a principal or in any other supervisory 
capacity, thus permitting him to be associated with a mem- 
ber in a supervised capacity. 


17/ The Division’s contention is based on the assumption 
that the assets of registrant as shown by the net capital com- 
putation as of June 30, 1970 were grossly in excess of those 
turned over to the assignee in September 1970. As of June 
30 registrant had a net capital deficiency of over $157,000. 
There is nothing in the record reflecting the total claims of 
creditors or the total of registrant's assets as of the date of 
the assignment in September 1970, or to show that any 
reduction in assets between June and September was not the 
result of paying creditors’ claims. In fact, some of the assets 
listed as of June 30 obviously were liquidated to satisfy 
claims against registrant and could not have been turned 
over to the assignee. For example, one asset item of 
$65,850 was Cash in Bank - Escrow Account. This was 
counterbalanced by a liability item in the same amount 


iisted as Underwriting Payable. This was the underwriting 
escrow account which the bank was obligated to pay to the 
issuer or return to the subscribers and in no way represented 
assets which could have been misappropriated by Fox. 
Similarly, another bank held securities as collateral for a 
loan to registrant on which is foreclosed and sold the securi- 
ties, and the failure to turn over such assets to the assignee 
in no way supports an inference that Fox misappropriated 
them. 


18/ Blaise D’Antoni & Associates, Inc. v. SEC, 389 F. 2d 
276 (C.A. 5, 1961). 


19 / Pennaluna & Company, Inc., Securities Exchange Act 
Release No. 8063 (April 27, 1967). 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No, 18139/October 29, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 

New York, New York 10017 
(70-5366) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING ISSUE AND SALE OF ADDITIONAL SHORT-TERM 
PROMISSORY NOTES TO BANKS FOR BORROWINGS 
UNDER A REVOLVING CREDIT AGREEMENT 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. ("Middle South”), a registered holding company, has 
filed with the Commission a post-effective amendment to 
its previously amended declaration in this proceeding pur- 
suant to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 ("Act”) regarding the following pro- 
posed transactions. All interested persons are referred to 
the declaration, as amended, which is summarized below, 
for a complete statement of the proposed transactions. 


By order dated August 24, 1973 (Holding Company Act 
Release No. 18065), the Commission, among other things, 
authorized Middle South to initially issue and sell its un- 
secured promissory notes in an aggregate amount not to 
exceed $30,000,000 outstanding at any one time, under a 
$135,000,000 revolving credit agreement with a group of 

7 commercial banks headed by Manufacturers Hanover 
Trust Company of New York (“Banks”). Middie South now 
proposes that the maximum aggregate amount of short- 
term notes to be issued and sold to the Banks be increased 
from $30,000,000 to $88,700,000. In all other respects 
the transactions heretofore authorized and described in 

the above-mentioned Commission order remain unchanged. 


Middle South states the proceeds of the borrowing will be 
utilized as follows: 
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(i) $25,000,000 to purchase from Arkansas Power 
& Light Company (“AP&L”), an electric 
utility subsidiary of Middle South, 2,000,000 
shares of AP&L’s common stock at a price 
of $12.50 per share. Such purchase is the 
subject of a pending joint application-declara- 
tion filed with the Commission by AP&L and 
Middle South (File No. 70-5404). 


(ii)$30,000,000 to purchase from Louisiana 
Power & Light Company (“LP&L”), an 
electric utility subsidiary of Middle South, 
4,725,000 shares of LP&L’s common stock, 
without nominal or par value, for an aggregate 
purchase price of $30,000,000 in cash. Such 
purchase is the subject of a pending joint 
application-declaration filed with the Com- 
mission by LP&L and Middle South (File 
No. 70-5403). 


(iii) $3,700,000 to reimburse Middle South for 
funds expended to purchase from Arkansas- 
Missouri Power Company ("Ark-Mo”), an 
electric utility subsidiary of Middle South, 
1,040,000 additional shares of common 
stock of Ark-Mo for an aggregate of $2,600,000 
in cash, and $1,100,000 unsecured short- 
term promissory notes of Ark-Mb to be acqui- 
red by Middle South (Holding Company 
Act Release No. 18008, June 21, 1973). 


The filing states thet no State or Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. No special fees and expenses are anti- 
cipated in connection with the additional borrowings refer- 
red to herein. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 20, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said amended declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the decla- 
ration, as amended by said post-effective amendment or as 
it may be further amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of fur- 
ther developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
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lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18140/October 29, 1973 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 
(70-5391) 


ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MON SHARES BY HOLDING COMPANY 


New England Electric System ("NEES"), a registered hold- 
ing company, has filed a declaration and amendments there- 
to with this Commission pursuant to Sections 6(a) and 7 

of the Public Utility Holding Company Act of 1935 ("Act”) 
and Rule 50 promulgated thereunder regarding the follow- 
ing proposed transaction. 


NEES proposes to issue and sell 1,250,000 additional 
shares of its authorized but unissued common shares, par 
value $1.00 per share. The declaration states that such 
common shares will be sold under competitive bidding to 
be carried out in accordance with the requirements of Rule 
50. The proceeds from the sale of the common stock will 
be added to the general funds of NEES and made available 
to its subsidiaries. It is now anticipated that this will be 
done by using the proceeds along with available treasury 
funds to purchase additional shares of the capital stocks of 
Massachusetts Electric Company, The Narragansett E- 
lectric Company, and New England Power Company. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. The fees and expenses to be incurred in con- 
nection with the proposed common stock are estimated at 
$130,000, including charges of the system service company, 
at cost, of $55,000 and accountants’ fee of $12,500. The 
fee of counsel for the purchasers of the common stock, to 
be paid by the successful bidders, is estimated at $13,500. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18108), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said deciaration, as amended, be permitted to become ef- 
fective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions pre- 
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scribed in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18141/October 30, 1973 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 

Morristown, New Jersey 07960 

(70-5414) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company ("Jersey Central”), an electric utility sub- 
sidiary company of General Public Utilities Corporation, a 
registered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 ("Act"), designating Section 6(b) of 
the Act and Rule 50 promulgated thereunder as applicable 
to the proposed transaction. All interested persons are 
referred to the application, which is summarized below, for 
acomplete statement of the proposed transaction. 


Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the Act, 
$30,000,000 principal amount of First Mortgage Bonds, 

% Series due 2003. The interest rate (which will be 
a multiple of 1/8 of 1%) and the price (which will be not 
less than 100% nor more than 102.75% of the principal 
amount thereof plus accrued interest from December 1, 
1973 to the date of delivery) will be determined by com- 
petitive bidding. The bonds will be issued under Indenture, 
dated as of March 1, 1946, of Jersey Central to First 
National City Bank (formerly City Bank Farmers Trust 
Company), Trustee, as heretofore supplemented and amend- 
ed by a Twenty-fourth Supplemental Indenture to be dated 
as of December 1, 1973, and which includes, with certain 
exceptions, a prohibition until December 1, 1978 against 
refunding the issue with proceeds of funds borrowed at a 
lower effective interest cost. 


The entire proceeds, excluding premium and accrued inter- 
est, realized from the sale of the new bonds ($30,000,000) 
will be applied to the retirement at maturity of $9,000,000 
principal amount of New Jersey Power & Light Company 
First Mortgage Bonds, 3% Series due March 1, 1974 and the 
anticipated payment of a portion of Jersey Central's 
$46,000,000 principal amount of short-term bank loans ex- 
pected to be outstanding at the date of the sale of the De- 
cember 2003 Series Bonds or for construction purposes or to 
reimburse Jersey Central's treasury for funds previously ex- 
pended therefrom for such purposes. The estimated cost of 


Jersey Central’s 1973 construction program is approximately 


$195,000,000. 


The fees and expenses to be paid by Jersey Central in con- 
nection with the issue and sale of bonds are estimated to 
total $110,000, including legal fees of $27,000. The fees 
and expenses of counsel for the underwriters, to be paid by 
the successful bidders, will be supplied by amendment. It 
is stated that the Board of Public Utility Commissioners of 
New Jersey has jurisdiction over the proposed issue and sale 
of bonds by Jersey Central and that no other state com- 
mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 28, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the appli- 
cation, as filed or as it may be amended; may be granted 

as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18142/October 30, 1973 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 02685 
(70-5388) 


ORDER AUTHORIZING (1) ISSUE AND SALE OF 
SHORT TERM NOTE TO BANK BY HOLDING COM- 
PANY, AND (2) OPEN ACCOUNT ADVANCE BY HOLD- 
ING COMPANY TO SUBSIDIARY 


Eastern Utilities Associates ("EUA”), a registered holding 
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company, and its electric utility subsidiary company, Black- 
stone Valley Electric Company (“Blackstone”), have filed a 
declaration and amendments thereto with this Commission 
pursuant to Sections 6(a), 7, 12(b), 12(c), and 12(f) of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rule 45(a) promulgated thereunder regarding the following 
proposed transactions. 


EUA proposes a series of transactions regarding reallocation 
of the securities of Montaup Electric Company ("Montaup”). 
As the initial steps, EUA will borrow $14,500,000 from 

The Chase Manhattan Bank (N.A.) (“Chase”) and will issue 
to Chase its note in that amount, maturing in not more than 
90 days, bearing interest at 115% of the prime rate in effect 
at Chase from time to time, and prepayable in whole or in 
part at any time without penalty. There is no compensating 
balance required in connection with the loan. Assuming a 
prime rate of 10%, the interest rate on the loan would be 
11.5%. 


EUA will make an advance of $14,500,000 on open account 
to Blackstone which will be subordinated to rights of hold- 
ers of preferred stock of Blackstone. Blackstone proposes 
to use the funds so advanced to pay its First Mortgage and 
Collateral Trust Bonds, 3% Series due November 1, 1973 
and 9% Second Series due November 1, 1973, said Bonds 
aggregating $14,515,000 in principal amount. 


Declarants state that no state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. The record is incomplete 
with regard to the fees and expenses to be incurred in con- 
nection with the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18109), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become ef- 
fective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, and subject further to 
the reservation of jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the fees to be incurred in connection 
with the proposed transactions and over the remaining pro- 
posed transactions in connection with the proposed reallo- 
cation of the Montaup securities. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18143/October 31, 1973 





In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 






COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF OHIO, INC. 

THE OHIO VALLEY GAS COMPANY 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. : 
COLUMBIA GAS OF MARYLAND, INC. | 
COLUMBIA HYDROCARBON CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
(70-5322) 





j 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING PROPOSED ISSUANCE AND SALE OF COM- 
MON STOCK AND INSTALLMENT NOTES TOPARENT | 
COMPANY 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc., (“Columbia”), a registered holding company, | 
and its wholly-owned subsidiary companies listed above, 


to its application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating Sec- 
tions 6(b), 9, 10, and 12(f) of the Act, and Rule 43 pro- 
mulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the applica- 
tion-declaration as now amended for a complete statement 
of the proposed transactions. 


have filed with this Commission a post-effective amendment " 


By Order dated April 26, 1973 (Holding Company Act 
Release No. 17943), the Commission, among other things, 
authorized a number of intrasystem financings including 
the issuance and sale by Columbia LNG Corporation (”Col- 
umbia LNG”) of its common stock in an aggregate amount | 
of up to $9,300,000 and unsecured installment notes in an | 
aggregate amount up to $22,950,000. It is now proposed 
that, due to cost escalations necessitating added capital for 
its 1973 construction program (estimated at $46,768,000), 
Columbia LNG, prior to April 1, 1974, issue and sell to Col- 
umbia up to 174,000 shares of its common stock, $25 par 
value, for an aggregate amount of $4,350,000, and unsecured 
installment notes (“Notes”) up to an aggregate principal 
amount of $9,800,000. The Notes issued by Columbia 

LNG for financing the Green Springs, Ohio, reformed gas 
facility, in the aggregate amount of $2,140,000, will be due 
in ten equal annual installments on April 1st of each of the 
years 1975 to 1984, inclusive. The Notes issued for fin- 
ancing the Cove Point, Maryland, storage and regasification 
facility, in the aggregate amount of $7,660,000, will be due 
in twenty equal annual installments on October 1st of each 
of the years 1977 to 1996, inclusive. 


















Interest on all of the Notes will accrue from the date of is- 
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suance of the Notes and is to be paid semiannually on the 
unpaid principal balance. The interest rate will be the actual 
cost of money to Columbia with respect to its last sale of 
debentures prior to the issuance of the said Notes, decreased 
by an amount necessary in order that the interest rate be a 
multiple of 1/10 of 1%. Columbia sold $50,000,000 princi- 
pal amount of debentures on May 16, 1973 (Holding Com- 
pany Act Release No. 17957) at a cost of money of 7.62%. 
The Notes, therefore, will initially bear interest at 7.6%, and 
any subsequent Notes will bear an interest rate related to 
the last such sale of debentures prior to the issuance of said 
Notes. 


The expenses to be incurred in connection with the pro- 
posed transactions are estimated to be $2,500, including 
$2,000 for services at cost by Columbia Gas Systern Service 
Corporation, a wholly-owned subsidiary of Columbia Gas. 


it is stated that no State commission or Federal commission, 
other than this Commission, has jurisdiction over the trans- 
actions proposed in the post-effective amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 25, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 

be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the application-decla- 
ration, as now amended or as it may be further amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18144/October 30, 1973 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 
(70-5390) 


ORDER AUTHORIZING GUARANTEE OF COAL MIN- 
ING EQUIPMENT LEASE OBLIGATIONS, FIRST 
MORTGAGE BONDS AND SHORT-TERM NOTES OF 
NON-AFFILIATE COMPANIES 


Ohio Edison Company ("Ohio Edison”), an electric utility 
company and a registered holding company, and its electric 
utility subsidiary company, Pennsylvania Power Company 
("Penn Power”), have filed an application-declaration and 
an amendment thereto with this Commission pursuant to 
Sections 6, 7, and 12(b) of the Public Utility Holding Com- 
pany Act of 1935 ("Act”) and Rule 45 promulgated there- 
under regarding the following proposed transactions. 


Ohio Edison and Penn Power along with Duquesne Light 
Company ("Duquesne”), the Cleveland Electric IIiumin- 
ating Company ("CE!”) and the Toledo Edison Company 
("Toledo Edison”), all unaffiliated with Ohio Edison or 
Penn Power, have entered a joint development program for 
power generation and transmission known as the Central 
Area Power Coordination Group (“CAPCO”). On December 
22, 1969, Ohio Edison, Penn Power and Duquesne, as 
buyers, entered into a 25-year coal supply agreefnent with 
the North American Coal Corporation, as Seller, for sup- 
plying the coal requirements of a CAPCO generating unit 
and a supplementary agreement to develop a new mine also 
to supply the said unit. These agreements were assigned 

by the seller to its wholly-owned subsidiary, Quarto Mining 
Company (“Quarto”). An order Ras been issued authori- 
zing Ohio Edison and Penn Power to gequire notes, to- 
gether with Duquesne, to finance the new-Quarto ine. 
(Holding Company Act Release No. 16905, November 16, 
1970). On November 30, 1971, the CAPCO companies 
entered into an agreement directly with Quafto to provide 
for the coal requirements of other CAPCO company gener- 
ating units and to provide for additions to the new mine 
and the development of other new minés. 


The transactions that are the subject of this application- 
declaration relate to the permanent financing arrangements 
pursuant to which Quarto will complete additions to or the 
development of two of the new mines. The financing will 
include a lease portion and a debt portion. Under the lease 
portion Quarto will lease equipment to extract, haul, crush, 
clean, prepare, convey, and deliver to 4 barge loading point 
mine run coal. Approximately $105,000,000 of the overall 
cost, estimated at approximately $140,000,000, is attribu- 
table to the lease portion of the financing arrangements. 


The lease will be between Quarto, the lessee of the equip- 
ment, and the Central National Bank of Cleveland, lessor, 
acting as a trustee for the owner of the equipment, the 
General Electric Credit Corporation, ("GE”) a wholly-owned 
subsidiary of the General Electric Company. GE will pro- 
vide approximately 40% of the funds required undér the 
lease portion, which will constitute all of the equity in the 
transaction. The balance of the funds required under the 
lease portion will be supplied as debt coming indirectly from 
institutional investors who will supply the money to a 
special purpose corporation which will in turn loan the 
money to the lessor-trusteé. The debt, in thé form of notes 
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and loan certificates, will be issued under an indenture. The 
indenture trustee will receive, as security for the debt, an 
assignment of the lessor’s rights under the lease as well as 
other collateral. The CAPCO companies will guarantee 
Quarto’s obligations under the lease severally and not joint- 
ly, in proportion to their ownership interests in the CAPCO 
generating units being supplied coal by Quarto. As security 
for their several guarantees under the lease, the CAPCO 
companies wi!! have a security interest in all of the leasehoid 
interest of Quartc under the lease and in all of the persona. 
property and intangibles owned by Quarto and a second 
mortgage on all other property owned by Quarto. 


The debt portion of the financing will entail the issuance by 
Quarto, pursuant to a separate indenture, of first mortgage 
bonds, which will be secured by a first lien on certain pro- 
perty owned by Quarto. Certain obligations of Quarto un- 
der the bond indenture and under the bonds, including the 
payment of principal, interest and premium, if any, thereon 
will be severally and not jointly guaranteed by the CAPCO 
companies in relation to their respective interests in the 
jointed-owned CAPCO company generating units. Ohio 
Edison will guarantee the financing on 49.65% of the lease 
and of the debt portions. Penn Power will guarantee 8.27% 
of both portions. Under the debt portion of the financing, 
Quarto will issue through 1976 approximately $35,000,000 
of first mortgage bonds. These first mortgage bonds will 
bear interest at 8 %4% and will be due January 1, 2000. 


Quarto or the lessor or both propose to make temporary 
borrowings pursuant to lines of credit extending until June 
30, 1974, from the Chase Manhattan Bank, N.A. in the 
amount of $19,000,000 at an interest rate of 112% of 
prime; from Society National Bank of Cleveland in the 
amount of $3,000,000 at an interest rate of prime plus % 
of 1%; and from Central National Bank of Cleveland in an 
amount of $3,000,000 at an interest rate of 110% of prime. 
It is proposed that repayment of borrowings under these 
lines of credit wil! be guaranteed, severaily and not jointly 
by the CAPCO companies in proportion to their respective 
interests in the CAPCO generating units. In conjunction 
with the proposed CAPCO guarantees of short-term borrow- 
ings by Quarto and/or the lessor until June 30, 1974, Ohio 
Edison and Penn Power request authorization to make short- 
term borrowings and/or guarantees not in excess of 10% of 
their respective capitalizations for the period ending June 
30, 1974. 


The Public Utilities Commission of Ohio has approved the 
proposed transactions with respect to Ohio Edison, and the 
Pennsylvania Public Utility Commission has approved the 
proposed transactions with respect to Penn Power. No other 
state commission and no federal commission, other than 

this Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18122), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
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said application-declaration, as amended, be granted and 
permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18145/October 30, 1973 


In the Matter of 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 
(70-5393) 


ORDER AUTHORIZING ISSUE AND SALE OF 100,000 
SHARES OF CUMULATIVE PREFERRED STOCK AT 
COMPETITIVE BIDDING 


Monongahela Power Company (“Monongahela”), a regis- 
tered holding company and a wholly-owned electric u- 
tility subsidiary company of Allegheny Power System, Inc., 
also a registered holding company, has filed a declaration 
and an amendment thereto with this Commission pursuant 
to Sections 6(a) and 7 of the Public Utility Holding Com- 
pany Act of 1935 ("Act”) and Rule 50 promulgated there- 
under regarding the following proposed transaction. 


Mononganeia proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
100,000 shares of its $ Cumulative Preferred Stock, 
Series |, par value $100 per share. The dividend rate of the 
preferred shares (which will be a multiple of $0.04) and the 
price (exclusive of accrued dividends) to be paid Monon- 
gahela for the preferred stock (which will not be less than 
$100 nor more than $102.75 per share) will be determined 
by the competitive bidding. The terms of the preferred 
stock include a provision against redeeming the preferred 
stock prior to November 1, 1978, directly or indirectly, 
with funds derived from the issue of debt securities at a 
lower effective interest cost or preferred stock at a lower 
effective dividend cost. 


The net proceeds from the sale of the preferred stock will 
be used to finance in part the construction program of 
Monongahela and its subsidiary company (including pay- 
ment of approximately $7,000,000 of short-term notes is- 
sued and sold therefor) and for other corporate purposes. 
Construction expenditures of Monongahela and its subsi- 
diary company for the years 1973 and 1974 are estimated 
to aggregate $95,000,000. 


The Public Utilities Commission of Ohio has authorized the 
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issue and sale of the preferred stock. No other state com- 
mission or federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


The fees and expenses to be paid in connection with the 
proposed transaction are estimated at $62,000, including 
accountants’ fees of $21,000 and legal fees of $10,000. The 
fee of counsel for the underwriters, to be paid by the success- 
ful bidders, is estimated at $9,500. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18107), andno 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary ; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as amend- 
ed, be, and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in 

Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18146/October 30, 1973 


In the Matter of 


THE COLUMBIA GAS SYSTEM 
Wilmington, Delaware 
(70-5395) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
LONG-TERM PROMISSORY NOTES TO BANKS AND 
DENYING REQUEST FOR HEARING 


The Columbia Gas System, Inc. ("Columbia”), a registered 
holding company, has filed a declaration and amendment 
thereto with this Commission pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 1935 
("Act") and Rule 50(a) (2) promulgated thereunder regard- 
ing the following proposed transaction. 


Columbia proposes to issue and sell, on or about November 
1, 1973, $50,000,000 aggregate principal amount of its un- 
secured ten (10) year promissory notes ("Notes”) to a group 
of commercial banks ("Banks") headed by Morgan Guaranty 
Trust Company of New York ("Morgan”). The-participating 
banks and their respective purchases of the Notes will be as 
follows: 


1. Morgan Guaranty Trust Company 





of New York $20,000,000 

2. Chemical Bank, New York 15,000,000 
3. Irving Trust Company, New York 7,500,000 
4. Mellon Bank, N.A., Philadelphia 7,500,000 
50,000,000 


Coiumbia states that the Notes will bear interest payable 
semi-annually at a basic rate equal to 115 percent per annum 
of the Minimum Commercial Lending Rate ("“MCLR”) at 
Morgan as in effect from time to time, plus % of 1 percent. 
A commitment fee of % of 1 percent per annum on the daily 
unused amount of the commitment of each Bank will be 
paid to each Bank from August 15, 1973, until the issuance 
of the Notes on or about November 1, 1973. Compensating 
balances are not required to be maintained with the Banks. 
It is stated that at the current MCLR of 10%, the effective 
annual cost of money to Columbia will be 11.75%. 


Columbia states that the Notes shall be repayable in twenty 
semi-annual installments of $2,500,000, apportioned pro 
rata among the participating Banks. Columbia will have 
the right, at its option, to prepay the Notes outstanding in 
whole at any time or in part from time to time, without 
premium or penalty. 


Declarant states that the proposed financing will afford 
Columbia maximum flexibility to take advantage of any 
future decline in interest rates whereas flexibility would be 
greatly deminished if this financing were done through is- 
suance of long-term debentures requiring a 5-year no-call 
period and a substantial redemption premium. Further- 
more, the proposed transaction is stated to be better 
tailored to meet Columbia’s increasing investments in assets 
that will be amortized over a shorter time period than nor- 
mally associated with utility assets. 


Fees and expenses incident to the proposed transaction 
total $8,500, including fees of $5,000 to the Columbia Gas 
System Service Corporation, a wholly-owned subsidiary 
service company, and legal fees of $1,500. No state com- 
mission or federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


An objection to the proposed transaction and a request for 
a hearing have been filed by Independent Investor Protec- 
tive League ("IPL"). It is urged that the declaration be 
denied on the ground that the Notes might be sold more 
advantageously through competitive bidding. 


The objection to the proposed transaction is without merit. 
The issue and sale of the Notes as proposed by Columbia 

is automatically excepted from the competitive bidding re- 
quirements of Rule 50 under the Act, pursuant to para- 
graph (a) (2) thereof. There is no need that a hearing be 
held, and the request for a hearing will be denied. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said declaration,as 
amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
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amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions pres- 
cribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED, that the request of IPL that 
a hearing be held with respect to this matter, be, and the 
same hereby is, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18147/October 31, 1973 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 

Fort Wayne, Indiana 46801 

(70-5413) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND CUMULATIVE PRE- 
FERRED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company ("I & M”), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed an appli- 
cation with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 ("Act”) designating Section 
6(b) of the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transactions. All interested per- 
sons are referred to the application, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


1&M proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, 
$40,000,000 principal amount of First Mortgage Bonds, to 
mature in not less than 5 and not more than 30 years. The 
interest rate (which will be not less than 100%, unless 1&M 
shall authorize a lower percentage not less than 99%, and 
shall not exceed. 102.75%) will be determined by competi- 
tive bidding. The Bonds will be issued under a Mortgage and 
Deed of Trust dated as of June 1, 1939, between |&M and 
Irving Trust Company, as Trustee, as heretofore supple- 
mented and as to be further supplemented by a supplemen- 


tal indenture to be executed in connection with this issuance. 


The terms of the Bonds preclude 1&M from redeeming any 
such Bonds Prior to December 1, 1978 if such redemption 
is for the purpose of refunding such Bonds with proceeds of 
funds borrowed at a lower effective interest cost. 


1&M also proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, 
300,000 shares of a new series of its Cumulative Preferred 
Stock, par value $100 per share. The dividend rate (which 
will be a multiple of .04 of 1%) and the price to be paid to 
the Company (which shall not be less than $100 per share or 
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more than $102.75 per share) will be determined by com- 
petitive bidding, Prior to December 1, 1978, none of the 
shares of the Cumulative Preferred Stock may be redeemed 
if such redemption is for the purpose of refunding such 
share, directly or indirectly, through the incurring of debt 
or the issuance of stock ranking equally with or prior to 
the Cumulative Preferred Stock at an interest or dividend 
cost less than the dividend cost to |&M of the Cumulative 
Preferred Stock. 


Neither the Bonds nor the Cumulative Preferred Stock will 
be issued and sold unless |&M shall have received prior to 
such sale and subsequent to September 30, 1973, cash capi- 
ta! contributions from AEP which aggregate $50,000,000. 
The making of such cash capital contributions has been 
previously authorized on June 29, 1973 (Holding Company 
Act Release No. 18013). 


The proceeds realized from the sale of the Bonds and 
Cumulative Preferred Stock will be applied within 90 days 
after such sale to the payment of a like principal amount of 
unsecured short-term indebtedness of |1&M consisting of 
notes and demand notes payable to banks and commercial 
paper. At October 5, 1973, $105,796,000 principal amount 
of such unsecured short-term debt was outstanding and, it 
is anticipated that at the time of the sale of the Bonds and 
Cumulative Preferred Stock, not less than $70,000,000 
principal amount of such unsecured short-term debt will 

be outstanding. The proceeds from the cash capital contri- 
bution or contributions received by 1&M from American 
Electric Power Company, Inc. will be applied to the pay- 
ment of unsecured short-term indebtedness of 1&M, to 
reimburse its treasury for money actually expended for the 
construction program and for other corporate purposes. 
The presently estimated cost of 1&M’s construction pro- 
gram for 1973 is $76,600,000 and for 1974 is $83,100,000. 


Expenses of 1&M in connection with the proposed trans- 
actions will be filed by amendment. The proposed trans- 
actions are subject to the jurisdiction of the Public Service 
Commission of Indiana and the Michigan Public Service 
Commission, and no other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. Acopy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion, as filed or as it may be amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 




















action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18148/October 31, 1973 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 
(70-5412) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AND DEBENTURES AT COM- 
PETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company ("Met-Ed”), an electric utility subsidiary com- 
pany of General Public Utilities Corporation ("GPU"), a 
registered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 ("Act”), designating Section 6(b) of 
the Act and Rule 50 promulgated thereunder as applicable 
to the proposed transactions. All interested persons are 
referred to the application, which is summarized below,for 
acomplete statement of the proposed transactions. 


Met-Ed proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 promulgated under 
the Act, $20,000,000 principal amount of First Mortgage 
Bonds, % Series due 2003. The interest rate of the 
bonds (which will be a multiple of 1/8 of 1%) and the price 
(exclusive of accrued dividends) to be paid to Met-Ed 
(which will not be less than 100% nor more than 102.75% 
of the principal amount thereof) will be determined by the 
competitive bidding. The bonds will be issued under an 
Indenture dated as of November 1, 1944, between Met-Ed 
and Guaranty Trust Company of New York (now Morgan 
Guaranty Trust Company of New York), Trustee, as hereto- 
fore supplemented and amended and as to be further sup- 
plemented and amended by a Supplemental Indenture to be 
dated December 1, 1973. The bonds may not be redeemed 
prior to December 1, 1978, with funds borrowed at a lower 
interest cost. 


Met-Ed also proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50, $20,000,000 
principal amount of debentures to be dated December 1, 
1973, and to mature December 1, 1998. The interest rate 
to be borne by the debentures (which shall be a multiple of 
1/8 of 1%) and the price, plus accrued interest from De- 
cember 1, 1973 to date of delivery, to be paid to Met-Ed 


(which shall be not less than 100% and not more than 102 
%% of the principal amount of the debentures)will be deter- 
mined by competitive bidding. The debentures will be is- 
sued under an Indenture dated as of June 1, 1965, between 
Met-Ed and The Marine Midland Trust Company of New 
York (now Marine Midland Bank - New York), mental 
Indenture to be dated as of December 1, 1973, which in- 
cludes a prohibition until December 1, 1978, against re- 
funding the issue with or in anticipation of proceeds from 
borrowings at a lower effective interest cost. 


The proceeds from the sale of the bonds and debentures 

will be used to pay Met-Ed’s short-term bank loans, approxi- 
mately $40,000,000 of which are expected to be outstand- 
ing on the date of issuance, or to reimburse Met-Ed’s 
treasury for expenditures therefrom for construction pur- 
poses. Any premium realized from the sale of the deben- 
tures will be used for financing the business of Met-Ed, inclu- 
ding the payment of the expenses of this financing. The 
1973 construction program is estimated to cost 
$140,000,000. 


It is stated that the fees and expenses incident to the pro- 
posed bonds and debentures are estimated at $90,000 and 
$85,000 respectively, including respective counsel fees of 
$27,000 and $21,000, and respective accounting fees of 
$3,800. The fees and disbursements of counsel for the 
underwriters, to be paid by the successful bidders, will be 
supplied by amendment. 


It is further stated that the issue and sale of the bonds and 
debentures are subject to the jurisdiction of the Pennsyl- 
vania Public Utility Commission and that no other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 20, 1973, request in writirig 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the appli- 
cation, as filed or as it may be amended, may be granted as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18149/October 31, 1973 


Admin. Proc. File No. 3-4053 
In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
MASSACHUSETTS GAS SYSTEM 
Westborough, Massachusetts 

(54-248) 

(70-5275) 


MEMORANDUM OPINION APPROVING SECTION 11(e) 
PLAN 


This proceeding relates to a plan of New England Electric 
System ("NEES"), a registered holding company, and its 
subsidiary holding company, Massachusetts Gas System 
("Mass Gas”), filed pursuant to Section 11(e) of the Public 
Utility Holding Company Act of 1935 ("Act”) and other 
applicable provisions and rules thereunder, including Sec- 
tion 12(d) and Rule 44. The plan proposes that NEES sell 
its capital stock interest in the Lawrence Gas Company 
(“Lawrence”), a subsidiary company, to Springfield Gas 
Light Company (“Springfield”), an exempt holding com- 
pany under the Act pursuant to Rule 2 thereunder. 1/ It 
also provides for the liquidation of Mass Gas and the eli- 
mination of the minority shareholder interest in Lawrence. 


A notice of the filing was issued, 2/ and the Association of 
Massachusetts Consumers (“AMC”), a non-profit organiza- 
tion, requested that a hearing be held. It also requested 
that we consolidate this hearing with the hearing which we 
ordered at the request of AMC and others on the Section 
11(e) plan of NEES proposing to sell its stock interests in 
its other gas subsidiaries. 3/ Subsequently, the controversy 
as to the latter plan was settled, and AMC and the other 
Parties to the settlement have withdrawn from the pro- 
ceeding. 4/ AMC gave no reasons to support its request 
for hearing, as directed by our notice. The record is 
sufficient to render a decision in this proceeding without a 
hearing. The request for such hearing is hereby denied. 


Under the plan, Mass Gas, which is to be liquidated, will 
transfer to NEES its holdings of 90.42% of the capital 
stock of Lawrence. NEES will then sell the Lawrence stock 
to Springfield, a Massachusetts gas utility, 5/ for 
$6,638,000 in cash. Concurrently with the Lawrence ac- 
quisition Springfield will be merged into Bay State Gas 
Company ("Bay State”), presently a Springfield subsidiary 
company, and Lawrence will be retained by Bay State as a 
subsidiary company. 6/ Bay State proposes to claim an 
exemption as a holding company under Rule 2 of the Act. 
The minority shareholders of Lawrence will be paid the 
same price per share as that paid to NEES. 


Lawrence is a gas utility company which supplies gas service 
to over 30,000 customers in four communities in northeast 
Massachusetts, with an estimated population of 140,700. 

In 1972 Lawrence had a net operating income of $977,858, 
net income of $462,865, and net utility plant of 
$14,767,993. Gas sales by Lawrence totaled 4,353,298 
Mcf for that year. Lawrence has outstanding 188,000 
shares of common stock, of which 170,002, is owned in- 
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directly by NEES through Mass Gas. The balance of 
17,998 is publicly held. Lawrence’s pipeline natural gas is 
supplied by Tennessee Gas Pipeline Company, which also 
supplied Springfield. 


We find, as required by Section 11(e), that the plan is 
necessary to comply with Section 11(b). Our order there- 
under directed NEES to divest its interests in its gas utility 
companies, including Lawrence, and the sale of Lawrence 
does that. The retirement of the minority shares of Law- 
rence, as we have held in other cases, 7/ is required under 
Section 11(b) (2). 


We also find under Section 11(e) that the plan is “fair and 
equitable” to NEES and the minority shareholders of Law- 
rence. The highest bid received by NEES was the one from 
Springfield, in the amount of $6,638,000, plus or minus a 
dollar for dollar adjustment by the amount of any increase 
or decrease in the underlying book value of the shares bet- 
ween December 31, 19°71, of the Lawrence shares to be 
sold by NEES. 8/ The minority shareholders will receive 
the same premium as NEES. This premium over book value 
compares very favorably when tested against the sales of 
securities of similar companies. The per share price to be 
paid is 14.82 and 13.96 times Lawrence's earnings for the 
years 1972 and 1971, respectively. 


The sale of the Lawrence stock is also subject to Section 
12(d) of the Act and Rule 44 promulgated thereunder, 
including the requirement that competitive conditions shall 
be maintained with respect to the sale. 9/ NEES solicited 
expressions of interest, either for the separate purchase of 
Lawrence or together with its other remaining gas proper- 
ties, by individual letters and by newspaper advertisements. 
NEES conducted exploratory discussions with those who 
expressed an interest in Lawrence, and at various times 
sent additional information to them. Throughout the pre- 
bidding period NEES provided the same basic information 
to all who continued to have a serious interest in the ac- 
quisition of Lawrence. NEES received sealed bids for Law- 
rence at the same time and it reviewed them at the same 
time. These procedures afforded a fair opportunity for all 
persons seriously interested to make offers and for NEES 
to secure the maximum price reasonably obtainable. We 
conclude that NEES maintained competitive conditions in 
offering to sell Lawrence and in choosing Springfield as the 
successful bidder. 


The liquidation of Mass Gas and the transfer of its assets 
and liabilities to NEES will be recorded at the values car- 
ried on the books of Mass Gas. NEES proposes to record 
the sale of the common stock of Lawrence by (1) a debit 
to its cash account in the amount of the sales price; (2) 

a credit to its investment account in the amount of the 
book value of the shares sold and (3) a credit to dividend 
income in an amount equal to the undistributed income 
having accrued from the time the NEES system first ac- 
quired the Lawrence shares. An amount equal to cash in 
excess of the above credits will be credited to the earned 
surplus account representing the gain to NEES from the 
sale. Among other things, the order by the Massachusetts 
Department of Public Utilities approving the acquisition 
by Springfield requires it to segregate the excess of acqui- 
sition price over the book value of the Lawrence assets 
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and to amortize that amount over the life of the associated 
property. 


NEES and Mass Gas have requested that our order entered 
herein recite that each of the transactions, exchanges, sales 
and investments proposed in the plan are necessary or appro- 
priate to effectuate the provisions of Section 11(b)(1) of the 
Act, in accordance with the requirements of Sections 1081 
through 1083 of the Internal Revenue Code of 1954, as 
amended. This request will be granted. No fees or com- 
missions will be paid by NEES or Mass Gas in connection 
with the sale. Certain services, incident to the transactions, 
have been or will be performed by New England Power Ser- 
vice Company, the system service company, at cost. A post- 
effective amendment will be filed setting forth these costs. 


We conclude that the proposed transactions satisfy the pro- 
visions of the Act and the rules thereunder. An appropriate 
order will issue. 


By the Commission. (Chairman GARRETT, Commissioners 
LOOMIS, EVANS and SOMMER. Commissioner OWENS 
not participating. ) 


George A. Fitzsimmons 
Secretary 


1/ See, New England Electric System, 41 S.E.C. 888 
(1964), affirmed SEC v. New England Electric System, 390 
U.S. 207 (1968). 


2/ Holding Company Act Release No. 17906 (March 14, 
1973). 


3/ Holding Company Act Release No. 17908 (March 16, 
1973). 


4/ Holding Company Act Release No. 18133 (October 25, 
1973). 


5/ The acquisition of the Lawrence stock was approved by 
the Massachusetts Department of Public Utilities in D.P.U. 
17726, dated October 10, 1973. 


6/ Asa result of the concurrent merger, Lawrence will be 
Bay State’s sole statutory affiliate. The proposed acquisi- 
tion is therefore not subject to Sections 9(a) (2) or 10 of 
the Act. 


Z/ Northeast Utilities, Holding Company Act Release No. 
15448 (April 13, 1966); Lynn Electric Company, 40 S.E.C. 
828, 833 fn. 9 (1961); New Orleans Public Service, 40 
S.E.C. 887 (1961). 


8/ The adjusted contract price would represent 183% of the 
underlying book value of the shares at December 31, 1972. 


9/ By order, dated November 23, 1971, we granted NEES 
an exemption from the competitive bidding requirements 
of Rule 50. Holding Company Act Release No. 17371. 
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Release No. 18149/October 31, 1973 
In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
MASSACHUSETTS GAS SYSTEM 
Westborough, Massachusetts 

(54-248, 70-5275) 


ORDER APPROVING PLAN FILED UNDER SECTION 
11(e) 


The Commission having issued its Findings and Opinion and 
Order dated March 19, 1964 (Holding Company Act Release 
No. 15035, 41 SEC 888), pursuant to Section 11(b) (1) of 
the Public Utility Holding Company Act of 1935 ("Act”) 
requiring divestment by New England Electric System 
(“NEES”) of all its interests, direct or indirect, in its gas- 
utility subsidiary companies, and having ordered therein 
under Section 11(b) (1) that NEES dispose of its interests 

in its gas properties: 


NEES and Massachusetts Gas System (“Mass Gas”) having 
filed a plan, as amended, pursuant to Section 11(e) of the 
Act, to effectuate compliance with the Section 11(b) (1) 
order by the proposed divestiture of Lawrence Gas Com- 
pany (“Lawrence”); to retire the minority stock interest in 
Lawrence and to carry out the other proposals therein 
specified. 


The Commission having considered the record and having 
this day issued its Memorandum Opinion, concluding there- 
in that the plan, as amended, is necessary to effectuate the 
provisions of Section 11(b) (1) of the Act and is fair and 
equitable to the persons affected thereby; and that NEES 
maintained competitive conditions in the bidding and pro- 
posed sale of Lawrence to Springfield, as required under 
Section 12(d) of the Act; 


NEES and Mass Gas having requested the Commission re- 
cite in its Order that the transactions proposed are neces- 
sary or appropriate to the integration of the NEES holding- 
company system in accordance with the provisions of Sec- 
tion 11(b) of the Act and with the requirements of Section 
1081 through 1083 of the Internal Revenue Code of 1954, 
as amended: 


IT iS ORDERED that the request for hearing of the Asso- 
ciation of Massachusetts Consumers is hereby denied; and 


IT IS FURTHER ORDERED, pursuant to Section 11 (e) 
and other provisions of the Act and Rules thereunder, that 
said plan, as amended be, and it hereby is, approved, effec- 
tive forthwith; and 


IT IS HEREBY DETERMINED AND ORDERED that each 
of the transfers, sales, exchanges, expenditures and invest- 
ments described in subparagraphs | and I! below is neces- 
sary Or appropriate to the integration or simplification of 
the holding-company system of which New England Elec- 
tric System is a member, and to the effectuation of the 
provisions of Section 11(b) of the Act, and that each such 
transaction is hereby authorized, approved and directed; 
that the sale and transfer described in subparagraph | below 
is ordered to be consummated within 120 days from the 
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date of this Order; and that the expenditures or investments 
described in subparagraph |! below are ordered to be made 
within 24 months of such sale and transfer. The transactions 
to which this Order relates, the stocks which are to be trans- 
ferred, sold, and exchanged, and the expenditures or invest- 
ments which are to be made, are specified and itemized as 
follcws: 


1. New England Electric System shail sell and 
transfer to Springfield Gas Light Company 
170,002 shares of capital stock of par value of 
$10 per share of Lawrence Gas Company in ex- 
change for cash in the amount of $6,638,000, 
plus or minus the net increase or decrease in the 
book value thereof between December 31, 1971, 
and the end of the calendar month next preceding 
such sale and transfer. 


. An amount equal to the amount of cash received 
by New England Electric System upon the sale 
and transfer of such shares of capital stock of 
Lawrence Gas Company, as hereinabove ordered, 
shall be expended or invested by New England 
Electric System in one or more of the following 
manners: for stock of, or as a contribution to 
the capital or as paid-in surplus of, one or more 
corporations which are at the time of such 
expenditure or investment electric utility sub- 
sidiaries of New England Electric System, 
including but not limited to the following: 


Massachusetts Electric Company, 
The Narragansett Electric Company, 
Granite State Electric Company and 
New England Power Company 


or in repayment of short-term notes issued by 
New England Electric System evidencing indebted- 
ness originally incurred by New England Electric 
System on November 15, 1972, in the principal 
amount of $30 million, which amount was 
invested in common stock of said New England 
Power Company. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to take such action or enter such further 
orders as may be appropriate to carry out the provisions of 
Section 11(b) and the plan approved herein, including, inso- 
far as may be necessary, judicial enforcement of the pro- 
visions in the plan for the elimination of the minority in- 
terest in Lawrence. 


By the Commission. (Chairman GARRETT, Commissioners 
LOOMIS, EVANS and SOMMER. Commissioner OWENS 
not participating.) 


George A. Fitzsimmons 
Secretary 
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Release No. 18150/November 1, 1973 


In the Matter of 
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ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 
(70-5409) 


NOTICE OF PROPOSED ISSUE AND SALE, AT COM- 
PETITIVE BIDDING, OF FIRST MORTGAGE BONDS 
AND PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Alabama Power Com- 
pany (“Alabama”), an electric utility subsidiary company of 
The Southern Company, a registered holding company, has 
filed an application with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 ("Act"), de- 
signating Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed trans- 
action. All interested persons are referred to the applica- 
tion, which is summarized below, for a complete statement 
of the proposed transaction. 


Alabama proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, up to 
$75,000,000 principal amount of its First Mortgage Bonds, 

% Series (“Bonds”) having a term of not less than 5 
years nor more than 30 years. Alabama will decide on the 
terms of the Bonds prior to the filing of the registration 
statement. The interest rate (which shall be a multiple of 
1/8%) and the price, exclusive of accrued interest, to be 
paid to Alabama (which shall be not less than 99% nor more 
than 102-3/4% of the principal amount thereof) will be 
determined by the competitive bidding. The Bonds will be 
issued under an Indenture, dated as of January 1, 1942, bet- 
ween Alabama and Chemical Bank, as Trustee, as hereto- 
fore supplemented and as to be further supplemented by a 
Supplemental Indenture to be dated as of December 1, 1973, 
which includes a prohibition until December 1, 1978 against 
refunding the Bonds with the proceeds of funds borrowed 
at a lower effective interest cost. 


Alabama also proposes to issue 500,000 shares of its % 
preferred stock, par value $100.00 per share ("Preferred 
Stock”) and to sell such shares at competitive bidding. 

The terms of the Preferred Stock include a prohibition un- 
til December 1, 1978, against refunding the stock, directly 
or indirectly with funds obtained from the issuance of debt 
securities at a lower effective interest cost or of preferred 
stock at a lower effective dividend cost. 


Alabama proposes to use the proceeds from the sale of the 
bonds together with: (1) cash contributions to capital of 
$65,000,000 by Southern Company ($43,200,000 of which 
had been received through August 31, 1973) heretofore 
authorized by the Commission (Holding Company Act 
Release No. 17824), (2) proceeds from the sale in August, 
1973 of $100,000,000 principal amount of First Mortgage 
Bonds, and (3) cash on hand in excess of operating require- 
ments, interest and dividends, to finance its 1973 construc- 
tion program (estimated at $364,710,000), to pay short- 
term promissory notes payable in the form of bank notes 
and commercial paper notes incurred for such purpose, and 
for other lawful purposes. Alabama estimates that no addi- 
tional financing will be required for construction purposes 
during 1973, except for the issuance and sale of short-term 
bank notes and commercial paper notes authorized by the 


Commission (Holding Company Act Release No. 17824). 
It is estimated that no notes payable will be outstanding 
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at December 31, 1973. 


It is stated that the Alabama Public Service Commission has 
approved the proposed issuance and sale of the Bonds by 
Alabama. No other State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. A statement of the fees and ex- 
penses to be incurred in connection with the proposed 
transaction will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 22, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. Acopy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as filed 
or as it may be amended, may be granted as provided in 
Rule 23 of the General Rules and Regulation promulgated 
under the Act, or the Commission may grant exemption 
from its rules as provided in Rules 20(a) and 100 thereof 

or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hearing 
is ordered will receive notice of further developments in 


this matter, including the date of the hearing (if ordered) and 


any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18151/November 1, 1973 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


CENTRAL POWER AND LiGHT COMPANY 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71102 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 79604 


TRANSOK PIPE LINE COMPANY 


Tulsa, Oklahoma 74101 
(70-5392) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL 
PAPER TO A DEALER IN COMMERCIAL PAPER, LOANS 
BY PARENT TO SUBSIDIARIES AND EXCEPTION 

FROM COMPETITIVE BIDDING. 


Central and South West Corporation (“Central”), a register- 
ed holding company, and five of its public-utility subsidiary 
companies, Central Power and Light Company ("“CP&L”), 
Public Service Company of Oklahoma (“Public Service”), 
Southwestern Electric Power Company (“Southwestern”), 
West Texas Utilities Company (“West Texas”), and Transok 
Pipe Line Company ("Transok”) (collectively referred to 

as “subsidiaries”), have filed an application-declaration with 
this Commission pursuant to Sections 6(a), 6(b), 7, 9(a), 
10, 12(b) and 12(f) of the Public Utility Holding Company 
Act of 1935 ("Act”) and Rules 43 and 45 promulgated 
thereunder regarding the following proposed transactions. 


Central proposes to issue and sell its commercial paper in 

an aggregate face amount of not to exceed $90,000,000 
outstanding at any one time to A.G. Becker & Co. Incorpor- 
ated (“Becker”). The proceeds from the sale of commercial 
paper will be added to Central's treasury funds and, to- 
gether with other internal cash resources, will be loaned by 
Central from time to time to, or invested in, its subsidiaries 
in an aggregate principal amount not to exceed 
$90,000,000 at any one time outstanding, all in the manner 
hereinafter described. 


The proposed commercial paper will have varying maturi- 
ties of not more than nine months from the date of issue, 
exclusive of days of grace, will be in varying denominations 
of not less than $25,000 and not more than $1,000,000 
each, and may be issued and sold by Central from time to 
time prior to July 1, 1975. Such notes will be issued and 
sold by Central directly to Becker at a discount rate which 
will not be in excess of the discount rate per annum prevail- 
ing at the time of issuance for commercial paper of com- 
parable quality and maturity sold by issuers thereof to com- 
mercial paper of comparable quality and maturity sold by 
issuers thereof to commercial paper dealers and at an inter- 
est cost which will not exceed the effective cost of money 
for unsecured prime commercial bank loans prevailing on 
the date of issue of such commercial paper. 


The commercial paper will be reoffered to not more than 
200 identified and designated customers in a list prepared 
in advance by Becker. Central’s commercial paper notes 
are expected to be held by customers to maturity, except 
that if customers wish to sell such notes prior theretc 
Becker, pursuant to oral repurchase agreement, will repur- 
chase such notes and reoffer the same to others in the 
group of 200 customers. 


Central believes that the use of commercial paper will faci- 
litate the making of loans by it to its subsidiaries generally 
at rates below the prime commercial bank rate in effect 
from time to time and will give the subsidiaries greater 
flexibility in timing their permanent financing. In the event 
that borrowings from banks at the prime rate of interest 
would produce a lower cost of money to Central than the 
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issue of its commercial paper, Central proposes to borrow 
from banks from time to time prior to July 1, 1975, an 
amount not to exceed $50,000,000 at any one time out- 
standing, such outstanding notes to banks, together with 
the principal amount of its outstanding commercial paper 
issued to Becker, shall not exceed $90,000,000 at any one 
time outstanding. Such borrowings will be made from the 
following named banks and, as to each such bank, shall not 
exceed the maximum principal amount at any time out- 
standing noted below: 





Name of Bank Maximum Principal 
Amount 
Bankers Trust Company 
New York, New York $12,000,000 
Bank of Delaware 
Wilmington, Delaware 4,000,000 
Continental Illinois National 
Bank and Trust Company of 
Chicago 5,000,000 
First National Bank in Dallas 
Dallas, Texas 10,000,000 
Harris Trust and Savings Bank 
Chicago 5,000,000 
The First National Bank of 
Chicago 15,000,000 
$51,000,000 


Central proposes to issue from time to time its promissory 
notes to evidence such borrowings from banks. Each of 
such notes will be dated the date each such borrowing is 
made, will mature on a date not more than twelve months 
from the date thereof, will bear interest from the date there- 
of to maturity at an interest cost to Central which will not 
exceed the prime rate of interest prevailing at such bank, 
and will be subject to prepayment by Central in whole at 
any time or in part from time to time, without premium or 
penalty, upon payment of the principal amount thereof to 
be prepaid and the interest then accrued on such ainount. 
None of the notes will be issued nor will any of the pro- 
posed borrowings be made under a credit agreement or con- 
tract. At final maturity, the notes will be repaid by Central 
from the repayment of loans made to the subsidiaries and 
from other internal sources. 


Central proposes to advance funds, as it may determine, to 
the subsidiaries in varying amounts from time to time prior 
to July 1, 1975, as required and requested by the sub- 
sidiaries; such loans not to exceed $90,000,000 in principal 
amount at any one time outstanding. Such loans will bear 
the interest to maturity of the prime rate of interest in ef- 
fect from time to time at The First National Bank of 
Chicago. The maximum principal amount of borrowings 
Proposed to be made by each of the subsidiaries from Cen- 
tral at any one time outstanding and as herein limited in 
the aggregate are as follows: 
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Subsidiaries Maximum Principal 
Amount of Loans To 
Be Outstanding 
Central Power and Light 
Company $ 40,000,000 
Public Service Company of 
Oklahoma 40,000,000 
Southwestern Electric Power 
Company 35,000,000 
West Texas Utilities Company 15,000,000 
Transok Pipe Line Company 15,000,000 
$145,000,000 


The proposed borrowings by the subsidiaries from Central 
will temporarily finance a part of the costs of the construc- 
tion programs of the subsidiaries for the year 1974 
($222,000,000) and the first six months of 1975 
($95,000,000). 


Central requests the Commission to except the issuance and 
sale of the commercial paper from the requirements of 
competitive bidding under Rule 50 pursuant to paragraph 
(a) (5) (B) of said rule since it is not practicable to invite 
competitive bids for commercial paper and that current 
rates for commercial paper of prime borrowers such as 
Central are published daily in financial publications. Cen- 
tral also requests authority to file certificates of notification 
under Rule 24 in respect to the sale of its commercial 

paper on a quarterly basis. 


It is represented that no fees or commissions, except in- 
cidental services, estimated at $500, will be paid or incur- 
red, in connection with the proposed transactions. It is 
further represented that no state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgat- 
ed under the Act (Holding Company Act Release No. 18116), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said application-declaration be granted and permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder that said application-decla- 
ration, be, and it hereby is, granted and permitted to be- 
come effective forthwith subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act, 
except that the notification certificates under said rule to 
be filed within 30 days after the end of each calendar year. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18152/November 1, 1973 


In the Matter of 


OHIO POWER COMPANY 

AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 

(70-5338) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE BY SUBSIDIARY COMPANY OF COMMON STOCK 
AND ACQUISITION THEREOF BY HOLDING COMPANY 


American Electric Power Company, Inc. ("AEP"), a register- 
ed holding company, and its electric utility subsidiary com- 
pany, Ohio Power Company (“Ohio”), have filed with this 
Commission a post-effective amendment to the application- 
declaration in this proceeding pursuant to Sections 6(a), 7, 
9(a), and 10 of the Public Utility Holding Company Act of 
1935 ("Act”). 


By order in this proceeding dated June 29, 1973 (Holding 
Company Act Release No. 18013), the Commission, among 
other things, authorized AEP to make capital contributions 
from time to time prior to December 31, 1974, to Ohio in 
the aggregate amount of $85,000,000. It is now proposed 
that American make investments in the equity of Ohio in 
the form of the purchase from time to time prior to De- 
cember 31, 1974, of a total of 2,300,000 shares of the 
common stock, no par value, of Ohio for a consideration of 
$15 a share, or a total consideration of $34,500,000. The 
purchase of such common stock would be in lieu of the 
making of $34,500,000 in cash capital contributions to 
Ohio. 


AEP recently acquired 3,000,000 shares of Ohio’s common 
stock for a total consideration of $45,000,000 as authorized 
by the Commission in another proceeding Holding Com- 
pany Act Release No. 18032 (July 13, 1973). It is stated 
that the remaining balance of the $85,000,000 of the equity 
investment in Ohio previously authorized by the Com- 
mission in this matter, or $5,500,000, will be made in the 
form of cash capital contributions. 


The proposed issuance and sale of common stock by Ohio 
has been authorized by the Public Utilities Commission of 
Ohio. No other state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (Holding 
Company Act Release No. 18106), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; and 


that it is appropriate in the public interest and in the 
interest of investors and consumers that said application- 
declaration, as amended by said post-effective amendment, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended by said post-effective amendment, be, 
and it hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18153/November 2, 1973 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 

Jackson, Mississippi 39201 

(70-5417) 


NOTICE OF PROPOSED AMENDMENT OF MORTGAGE 
AND DEED OF TRUST AND SOLICITATION OF BOND- 
HOLDERS’ CONSENT 


NOTICE IS HEREBY GIVEN that Mississippi Power and 
Light Company ("Mississippi”), an electric utility subsidiary 
company of Middle South Utilities, Inc., a registered hold- 
ing company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 ("Act"), designating Sections 6(a) (2), 7 and 12(e) of 
the Act and Rules 62 and 65 promulgated thereunder as 
applicable to the proposed transactions. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


Mississippi proposes to amend its Mortgage and Deed of 
Trust dated as of September 1, 1944, as heretofore supple- 
mented and amended ("Indenture”) to Irving Trust Com- 
pany, et a/.,as trustees. The proposed amendment to the 
Indenture would remove from Sections 20 and 126 thereof 
the fixed ceiling limitation which presently limits the 
aggregate principal amount of first mortgage bonds issued 
thereunder to $250 million at any one time. No change is 
proposed in any of the other provisions of the Indenture 
relating to or restricting the issue of such bonds. 


The declaration states that, at the present time, Mississippi 
has outstanding $219,998,000 aggregate principal amount 
of first mortgage bonds; that it is anticipated that the 
capital requirements of Mississippi within the next two 
years will cause such Indenture ceiling to be reached; and 
that the proposed amendment to the Indenture will permit 
the issuance of additional bonds to finance future capital 
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expenditures. 


The proposed amendment of the Indenture will require the 
affirmative vote of holders of at least 70% in principal 
amount of Mississippi's outstanding first mortgage bonds. 
Mississippi, therefore, proposes to call a meeting of its bond- 
holders, to be held on or about February 20, 1974, and to 
submit the proposed amendments to the Indenture for 
adoption. Mississippi proposes the solicitation of such con- 
sents by mail, by officers, directors, and employees of 
Mississippi, by Georgeson and Company, and by White, Weld 
and Co., Inc. Mississippi also proposes to call a special 
meeting of its common and preferred stockholders, to be 
held on or about January 29, 1974, and at such meeting 
submit the foregoing proposal for their adoption. The de- 
claration states, however, that since Middle South Utilities, 
as the owner of 100% of Mississippi's common stock, in- 
tends to vote such shares in favor of the proposed amend- 
ments, such a vote would necessarily constitute the required 
approval of the holders of a majority of all of the outstand- 
ing shares of Mississippi’s common and preferred stock. 
Consequently, no proxies will be solicited from Mississippi 
stockholders in connection with this special stock-holders’ 
meeting, although an information statement with respect 

to the matters to be acted upon at such meeting will be 
supplied to the holders of the preferred stock in compliance 
with Section 14(c) of the Securities Exchange Act of 1934. 


A statement of the fees, commissions and expenses to be 
incurred in connection with the proposed transactions will 
be supplied by amendment. The declaration states that no 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 28, 1973, request in writing 
that a hearing be held with respect to such matter, stating 
the nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said declaration, as filed 
or as it may be amended, which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. Acopy of such request 
should be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as filed 
or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18154/November 2, 1973 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 
LAWRENCE GAS COMPANY 

LYNN GAS COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
MYSTIC VALLEY GAS COMPANY 

THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 
NORTH SHORE GAS COMPANY 
MASSACHUSETTS GAS SYSTEM 

20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5281) 


NOTICE OF SECOND POST-EFFECTIVE AMENDMENT 
PROPOSING TO INCREASE SHORT-TERM BORROW- 
ING LIMITS 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and the 
above-named subsidiary companies, have filed with this 
Commission a second post-effective amendment to the 
amended application-declaration heretofore filed in this 
proceeding pursuant to Sections 6(a), 7, 9(a), 10 and 12(c) 
of the Public Utility Hclding Company Act of 1935 (“Act”) 
and Rule 42 promulgated thereunder. All interested persons 
are referred to the application-declaration, as heretofore 
amended and as it is now further amended, summarized 
below, for a complete statement of the proposed trans- 
actions. 


By orders dated January 3, 1973 (Holding Company Act 
Release No. 17836 and September 13, 1973 Holding Com- 
pany Act Release No. 18094), the Commission authorized 
Lawrence Gas Company (“Lawrence”), Lynn Gas Company 
(“Lynn”), Mystic Valley Gas Company ("Mystic Valley”) 
and North Shore Gas Compai:y (“North Shore”) and cer- 
tain other NEES subsidiary companies to issue from time 
to time through December 31, 1973, unsecured short-term 
promissory notes to banks, to dealers in commercial paper 
and to NEES and/or Massachusetts Gas System (“Mass Gas”), 
a NEES subsidiary holding company. 


Applicants now request that the Commission’s above-des- 
cribed order, as amended, be amended again to permit 
Lawrence, Lynn, Mystic Valley, and North Shore to in- 
crease the amounts of borrowings presently authorized to 
be outstanding at any one time through December 31, 1973. 
At present Lawrence is authorized to have outstanding at 
any one time a maximum of short-term debt owed to banks 
or Mass Gas of $8,200,000; Lynn $7,350,000; Mystic Valley 
$18,300,000 and North Shore $7,300,000. The post-ef- 
fective amendment proposes to increase these amounts 
outstanding at any one time to $8,500,000, $8,500,000, 
$19,000,000 and $8,000,000, respectively. In all other 
respects the transactions remain unchanged. The applicants 
represent that there will be no additional fees or expenses 
incurred as a result of the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
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may, not later than November 26, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or 

he may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. Acopy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mail- 
ing) upon the applicants-declarants at the above-stated ad- 
dress, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the application-decla- 
ration, as amended by the post-effective amendment, may 
be granted and permitted to become effective in the manner 
provided by Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered} and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8048/October 29, 1973 


In the Matter of 


WEALTH INC. 

c/o Fred J. Bacon 

410 Utah Savings & Trust Bldg. 
Salt Lake City, Utah 84115 
(811-935) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act 

of 1940 ("Act”), to declare by order upon its own motion 
that Wealth, Inc. (“Fund”), registered under the Act as a 
closed-end investment company, has ceased to be an in- 
vestment company as defined in the Act. 


Fund was organized under the laws of the State of Utah on 
June 17, 1958, and it filed its Notification of Registration 
on Form N-8A under the Act with the Commission on 
April 1, 1960. 


Information contained in the Commission’s files shows that 
Fund's legal existence terminated upon its merger as of 
October 25, 1963, with Lynrus Corporation, a company en- 
gaged in manufacturing metal products. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, on its own motion or upon application, 
finds that a registered investment company has ceased to 

be an investment company, it shall declare by order, and, 
upon effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 29, 1973, submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues of fact or law 
proposed to be controverted. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air maii if the 
person being served is located more than 500 miles from 
the point of mailing) upon Fund at the address set forth 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempor- 
aneously with the request. At any time after said date, as 
provided by Rule O-5 of the Rules and Regulations under 
the Act, an order disposing of the application herein will 
be issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8049/October 29, 1973 


In the Matter of 


A. M. CAPITAL CORPORATION 
22 East 40th Street 

New York, New York 10016 
(811-1062) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY. 


On September 28, 1973, a notice was issued (Investment 
Company Act Release No. 8009) of the filing by A. M. 
Capital Corporation (“Applicant”), registered as a closed- 
end, non-diversified investment company under the Invest- 
ment Company Act of 1940 ("Act"), of an amended appli- 
cation pursuant to Section 8(f) of the Act for an order of 
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the Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the amended 
application might be issued upon the basis of the informa- 
tion contained therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Com- 

mission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company as defined in 
the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of A. M. Capital Corporation under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8050/October 29, 1973 


In the Matter of 


JOHN HANCOCK BOND FUND, INC. 
200 Berkeley Street 
Boston, Massachusetts 02117 


and 


JOHN HANCOCK DISTRIBUTORS, INC. 
285 Columbus Avenue 

Boston, Massachusetts 02117 

(812-3511) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 22(d) OF 
THE ACT 


John Hancock Bond Fund, Inc., a diversified, open-end 
investment company registered under the Investment 
Company Act of 1940 (“Act”), and John Hancock Distri- 
butors, Inc., proposed underwriter for Bond Fund shares 
(collectively “Applicants”), have filed an application pur- 
suant to Section 6(c) of the Act for an order of the Com- 
mission exempting Applicants from certain provisions of 
Section 22(d). 


On September 27, 1973, a notice (Act Release No. 8001) 
was issued of the filing of said application. The notice gave 
interested persons an opportunity to request a hearing and 
stated that an order disposing of the application might be 
issued upon the basis of the information stated therein un- 
less a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a hear- 
ing. 
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The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of invest- 
ors and the purposes fairly intended by the policy and pro- 
visions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from Section 22(d) of the 
Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8051/October 30, 1973 


In the Matter of 


SCIENCE INVESTMENTS, INC. 
340 Main Street 

Worcester, Massachusetts 01608 
(811-1049) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (“Act”), to declare by order upon its own 
motion that Science Investments, Inc. (“Science”), regis- 
tered under the Act as a closed-end, non-diversified manage- 
ment investment company, has ceased to be an investment 
company as defined in the Act. 


Science was organized as a Massachusetts corporation on 
April 20, 1961, and filed a Notice of Registration on Form 
N-8A on April 24, 1961, and a Registration Statement on 
Form N-8B-1 on July 24, 1961. 


The Commission’s records indicate that Science was placed 
in receivership under the supervision of the United States 
District Court for the District of Massachusetts (“Court”) 
in 1963. Pursuant thereto, Science was liquidated, and its 
assets were distributed to its stockholders. The Court 
approved the final distribution to the stockholders on June 
28, 1965. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, and, upon the effectiveness of such order, the regis- 
tration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 

may, not later than November 26, 1973, at 5:30 p.m., sub- 

mit to the Commission in writing a request for a hearing 

on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues of 
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fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washington, 
D.C. 20549. Acopy of such request shall be served person- 
ally or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon appli- 
cant at the address stated above. Proof of such service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule O-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appli- 
cation will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon request 

or upon the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing is ordered, 
will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8052/October 31, 1973 


In the Matter of 


AMERICAN BANCSHARES FUND, INC. 
c/o Mr. Sidney Sosin 

Arvey, Hodes & Mantynband 

One North LaSalle Street 

Chicago, Illinois 60602 

(811-1985) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 ("Act"), to declare by order upon its own 
motion that American Bancshares Fund, Inc. (”Fund”), regis- 
tered under the Act as a diversified, open-end management 
investment company, has ceased to be an investment com- 
pany. 


On December 18, 1969, the Fund registered under the Act 
by filing a Form N-8A Notification of Registration and a 
Form N-8B-1 Registration Statement. The Fund also filed 
on that date a Form S-6 Registration Statement under the 
Securities Act of 1933 ("1933 Act”). 


The Fund has no assets, and no shares of the Fund were ever 
issued. On June 14, 1972, the Fund’s registration statement 
under the 1933 Act was declared abandoned by order of 

the Commission. The Fund has been dissolved: 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, on its own motion, finds that a registered 


investment company has ceased to be an investment com- 
pany, it shall so declare by order, and, upon the effective- 
ness of such order, which may be issued upon the Com- 
mission’s own motion where appropriate, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 26, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Fund at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing said date, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8053/October 31, 1973 


In the Matter of 


ROYAL BUSINESS FUNDS CORPORATION 
60 East 42nd Street 

New York, New York 10017 

(811-1240) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On September 28, 1973, a notice was issued (Investment 
Company Act Release No. 8007) stating that the Com- 
mission proposes, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 ("Act"), to declare by order 
upon its own motion that Royal Business Funds Corpor- 
ation (”Funds”) has ceased to be an investment company 
as defined in the Act. 


The notice gave interested persons an opportunity to re- 

quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
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quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


This matter having been considered, it is found that Funds 
has ceased to be an investment company, Accordingly 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Royal Business Funds Corpo- 
ration under the Act shail forthwith cease to be in effect. 


For the Commission, by the Division of investment Marage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8054/November 1, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10467/November 1, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 394/November 1, 1973 


Admin. Proc. File No. 3-4318 
In the Matter of 


JERRY D. VANIER 
JOHN J. VANIER 
Salina, Kansas 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Section 9(b) of the Invest- 
ment Company Act, Sections 15(b) and 15A of the Securi- 
ties Exchange Act and Section 203 of the Investment 
Advisers Act, offers of settlement were submitted by Jerry 
D. Vanier and John J. Vanier, who were associated with 
Bush & Company, Inc. (“registrant”), a then registered 
broker-dealer 1/ which had been investment adviser to and 
principal underwriter for First Home Investment Corpo- 
ration of Kansas, Inc. (“FHI”), a face amount certificate 
company registered under the Investment Company Act. 
Solely for the purpose of these or any other proceedings 
pursuant to the above-cited statutory provisions and with- 
out admitting or denying the allegations of the order for 
proceedings, respondents consented to findings of willful 
violations as alleged in such order and to the entry cf an 
order imposing certain sanctions. 


Upon the recommendation of its staff, the Commission 
determined to accept the offers of settlement. On the basis 
of the order for proceedings and the offers, it is found that: 


2/ 


1. From about November 17, 1970 to about March 30, 
1973, respondents willfully aided and abetted violations 
of Sections 5(a), 5(c) and 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
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under in connection with transactions in registrant’s com- 
mon stock. Such stock was offered, sold and delivered 
when no registration statement under the Securities Act had 
been filed or was in effect as to those securities. It was 
represented among other things that the market price of 

the stock was more than $300 per share and that respon- 
dents and others would guarantee the repurchase of such 
stock at the sales price, when in fact they had contempor- 
aneously purchased such stock at $150 per share or less and 
lacked the financial ability to make such guarantees. 


2. From about May 12, 1971 to about March 30, 1973, 
respondents willfully aided and abetted violations of Sec- 
tion 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in connection 
with offers, sales and purchases of the common stock and 
face amount certificates of FHI. Among other things, it 
was represented that: 


a. There was no risk in FHI’s investments in mortgages 
insured by the Federal Housing Administration (“FHA”) 
and guaranteed by the Veterans Administration ("VA"), 
when in fact resales of such mortgages could result in a 
diminution in mortgage liquidation value of up to 20%; 


b. FHI was investing only in Federal securities and FHA 
or VA home loans, when in fact it had invested more 
than $4 million in certificates of deposit which had 
limited Federal insurance coverage; 


c. FHI had paid a return of over 10% to its investors 
every year, when in fact dividends on FHI stock had 
never exceeded 5% of the offering price and interest on 
FHI’s face amount certificates never exceeded 712%; 


d. FHI's profits had been paid out in the form of cash 
and stock splits, when in fact such stock splits repre- 
sented a fractionalization of investors’ equity and vio- 
lated generally accepted accounting principles as well as 
policies of the Commission; 


e. FHI’s shares were sold at asset or book value, when 
in fact investors suffered dilution of at least 7% over 
and above underwriting discounts and commissions; 


f. FHI’s shares had little or no fluctuation on the mar- 
ket, when in fact the market was limited in nature and 
was being illegally stabilized by respondents and others; 


g. An investor could at any time redeem his FHI invest- 
ment for an amount equal to the redemption value of 
the face amount certificate plus the current bid price of 
the common stock, when in fact the market price of 
the stock was being artificially maintained by respon- 
dents and others; 


In addition, respondents falsely represented that FHI was 
required under the Investment Company Act to distri- 
bute all of its income to shareholders; that investors 
would have no problems in disposing of FHI stock on 

the secondary market; and that investments in FHI securi- 
ties were Federally insured. 


3. From about January 1, 1972 to about March 30, 1973, 
respondents willfully aided and abetted violations of Sec- 
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tion 15(c) (1) of the Exchange Act and Rule 15c1-4 there- 
under, in that transactions were effected in FHI’s face 
amount certificates and common stock without giving or 
sending to customers, at or before the completion of each 
transaction, written notification disclosing the capacity in 
which registrant was acting. 


4. From about January 1, 1971 to March 30, 1973, res- 
pondents willfully violated or willfully aided and abetted 
violations of Section 17(d) of the Investment Company Act 
and Rule 17d-1 thereunder by causing registrant and FHI 

to commingle substantial amounts of FH!’s funds with funds 
in bank savings accounts and other investments belonging 
to certain controlling persons of FHI and to pay substantial 
amounts of real estate commissions and loan origination 
fees to respondents and others in connection with trans- 
actions involving the construction of dwellings financed by 
FHI, when no application pertaining thereto had been filed 
with or granted by the Commission. 


5. From about November 8, 1971 to about March 30, 1973, 
respondents willfully violated or willfully aided and abetted 
violations of Section 17(e) (1) of the Investment Company 
Act in that, as affiliated persons and acting as agents, but 
other than in the course of business as an underwriter or 
broker, they accepted compensation in the form of profits 
and commissions received by registrant on FHI’s portfolio 
transactions. 


6. From about September 25, 1971 to about March 30, 
1973, respondents willfully violated Section 17(a) (3) of 

the Investment Company Act, in that they and others direct- 
ly and indirectly borrowed money or property from FHI 

in connection with the purchase and financing of personal 
residential property. 


7. From about September 9, 1972 to about March 30, 
1973, respondents willfully violated or willfully aided and 
abetted violations of Section 20(a) of the Investment Com- 
pany Act and Rules 20a-1, 20a-2 and 20a-3 thereunder, in 
that proxy statements filed with the Commission and trans- 
mitted to shareholders of FHI were materially misleading 
in failing to disclose material facts concerning the amount 
and purpose of payments made by FHI to registrant and 
others during FHI’s fiscal year ended June 30, 1972 and 
certain purchases and sales of registrant’s stock. 


8 From about December 14, 1971 to February 28, 1973, 
respondents willfully aided and abetted violations of Sec- 
tion 203 of the Investment Advisers Act by making use of 
the mails and facilities of interstate commerce in connection 
with registrant’s business as investment adviser to FHI, 
without registering registrant with the Commission as an 
investment adviser. 


The offers of settlement provide that respondents may be 
barred from association with any broker, dealer or invest- 
ment adviser, and prohibited from serving in any capacity 
with respect to a registered investment company specified 

in Section 9(b) of the Investment Company Act. The 

offers further provide that after one year respondents may 
apply to the Commission for permission to become associat- 
ed with a broker, dealer or investment adviser, and serve in 
the capacities specified in Section 9(b) of the Investment 
Company Act upon a showing that such relief would be in 


the public interest. 


In connection with their offers, respondents state that they 
were not involved in the active management of registrant 
before November 1972, the training of salesmen, and the 
sale of securities of registrant or FH!. They further state 
that they have aided in the rehabilitation and reorganiza- 
tion of FHI, and have given financial assistance to its trustee 
appointed under Chapter X of the Bankruptcy Act, when 
other sources were unavailable for the purpose of meeting 
current liabilities in connection with such reorganization. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that Jerry D. Vanier and 
John J. Vanier be, and they hereby are, barred from being 
associated with any broker, dealer or investment adviser, 
and that they be, and they hereby are, prohibited from 
serving in any capacity with respect to a registered invest- 
ment company specified in Section 9(b) of the Investment 
Company Act, provided, however, that after one year from 
the date of this order they may apply to the Commission 
for permission to become associated with a broker, dealer 
or investment adviser, and serve in the capacities specified 
in Section 9(b) of the Investment Company Act, upon a 
showing that such relief would be in the public interest. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ On June 4, 1973, registrant's registration was revoked 
with its consent. Securities Exchange Act Release No. 10194. 


2/ The findings herein are not binding upon any other 
respondents named in these proceedings. 
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In these proceedings pursuant to Section 9(b) of the Invest- 


ment Company Act, Sections 15(b) and 15A of the Securities 


Exchange Act and Section 203 of the Investment Advisers 
Act, offers of settlement were submitted by O. J. Baalman, 
Sam J. Namee and Richard L. Scarlett. Solely for the pur- 
pose of these or any other proceedings pursuant to the 
above-cited statutory provisions, and without admitting or 
denying the allegations of the order for proceedings, res- 
pondents consented to findings of willful violations as al- 
leged in such order and to the entry of an order imposing 
certain sanctions. 


Upon the recommendation of its staff, the Commission 
determined to accept the offers of settlement. On the 
basis of the order for proceedings and the offers, it is found 
that: 1/ 


1. From about November 17, 1970 to about March 30, 
1973, respondents willfully violated Sections 5(a), 5(c) and 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection with 
transactions in the common stock of Bush & Company, Inc. 
(“registrant”), a then registered broker-dealer 2/ which had 
been investment adviser to and principal. underwriter for 
First Home Investment Corporation of Kansas, Inc. (“FHI”), 
a face amount certificate company registered under the 
Investment Company Act. Respondents offered, sold and 
delivered stock in registrant when no registration statement 
under the Securities Act had been filed or was in effect as 
to those securities. They represented among other things 
that the market price of the stock was more than $300 per 
share and that respondents and others would guarantee the 
repurchase of such stock at the sales price, when in fact 
they had contemporaneously purchased such stock at $150 
per share or less and lacked the financial ability to make 
such guarantees. 


2. From about May 12, 1971 to about March 30, 1973, 
respondents willfully violated Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder in connection with offers, sales and pur- 
chases of the common stock and face amount certificates 
of FHI. Among other things, they represented that: 


a. There was no risk in FHI’s investments in mortgages 
insured by the Federal Housing Administration (“FHA”) 
and guaranteed by the Veterans Administration (“VA”), 
when in fact resales of such mortgages could resultin a 
diminution in mortgage liquidation value of up to 20%; 


b. FHI was investing only in Federal securities and FHA 
or VA home loans, when in fact it had invested more 
than $4 million in certificates of deposit which had 
limited Federal insurance coverage; 


c. FHI had paid a return of over 10% to its investors 
every year, when in fact dividends on FHI stock had 
never exceeded 5% of the offering price and interest on 
FHI's face amount certificates never exceeded 712%; 


d. FHI's profits had been paid out in the form of cash 
and stock splits, when in fact such stock splits repre- 
sented a fractionalization of investors’ equity and vio- 
lated generally accepted accounting principles as well as 
policies of the Commission; 
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e. FHI’s shares were sold at asset or book value, when 
in fact investors suffered dilution of at least 7% over 
and above underwriting discounts and commissions; 


f. FHI's shares had little or no fluctuation on the mar- 
ket, when in fact the market was limited in nature and 
was being illegally stabilized by respondents and others; 


g. An investor could at any time redeem his FHI invest- 
ment for an amount equal to the redemption value of 
the face amount certificate plus the current bid price of 
the common stock, when in fact the market price of 
the stock was being artificially maintained by respon- 
dents and others. 


In addition, respondents falsely represented that FHI was 

required under the Investment Company Act to distribute 
all of its income to shareholders, that investors would have 
no problems in disposing of FHI stock on the secondary 


market; and that investments in FHI securities were Federal- 


ly insured. 


3. From about January 1, 1972 to about March 30, 1973, 
respondents willfully aided and abetted violations of Sec- 
tion 15(c) (1) of the Exchange Act and Rule 15c1-4 there- 
under, in that transactions were effected in FHI's face 
amount certificates and common stock without giving or 
sending to customers, at or before the completion of each 
transaction, written notification disclosing the capacity in 
which registrant was acting. 


4. From about January 1, 1971 to March 30, 1973, res- 
pondents willfully violated or willtully aided and abetted 
violations of Section 17(d) of the Investment Company 
Act and Rule 17d-1 thereunder by causing registrant and 
FHI to commingle substantial amounts of FHI’s funds 
with funds in bank savings accounts and other investments 
belonging to certain controlling persons of FHI and to pay 
substantial amounts of real estate commissions and loan 
origination fees to respondents and others in connection 
with transactions involving the construction of dwellings 
financed by FHI, when no application pertaining thereto 
had been filed with or granted by the Commission. 


5. From about November 8, 1971 to about March 30, 
1973, respondents willfully violated or willfully aided and 
abetted violations of Section 17(e) (1) of the Investment 
Company Act in that, as affiliated persons and acting as 


agents, but other than in the course of business as an under- 


writer or broker, they accepted compensation in the form 
of profits and commissions received by registrant on FHI's 
portfolio transactions. 


6. From about September 25, 1971 to about March 30, 
1973, respondents willfully violated Section 17(a) (3) of 
the Investment Company Act, in that they and others 
directly and indirectly borrowed money or property from 
FHI in connection with the purchase and financing of per- 
sonal residential property. 


7. From about September 9, 1972 to about March 30, 
1973, respondents willfully violated or willfully aided and 
abetted violations of Section 20(a) of the Investment Com- 
pany Act and Rules 20a-1, 20a-2 and 20a-3 thereunder, in 
that proxy statements filed with the Commission and 
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transmitted to shareholders of FHI were materially mis- 
leading in failing to disclose material facts concerning the 
amount and purpose of payments made by FHI to regis- 
trant and others during FHI's fiscal year ended June 30, 
1972 and certain purchases and sales of registrant's stock. 


8. From about December 14, 1971 to February 28, 1973, 
respondents willfully aided and abetted violations of Sec- 
tion 203 of the Investment Advisers Act by making use of 
the mails and facilities of interstate commerce in connection 
with registrant's business as investment adviser to FHI, with- 
out registering registrant with the Commission as an invest- 
ment adviser. 


The offers of settlement provide that respondents may be 
barred from association with any broker, dealer or invest- 
ment adviser, and prohibited from serving in any capacity 
with respect to a registered investment company specified 
in Section 9(b) of the Investment Company Act. The offers 
further provide that after one year respondents may apply 
to the Commission for permission to become associated 
with a broker, dealer or investment adviser, and serve in the 
capacities specified in Section 9(b) of the Investment Com- 
pany Act, upon a showing that they wiil be supervised pro- 
perly and that such relief would be in the public interest. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that O. J. Baalman, Sam J. 
Namee and Richard L. Scarlett be, and they hereby are, 
barred from being associated with any broker, dealer or 
investment adviser, and that they be, and they hereby are, 
prohibited from serving in any capacity with respect to a 
registered investment company specified in Section 9(b) of 
the Investment Company Act, provided, however, that after 
one year from the date of this order they may apply to the 
Commission for permission to become associated with a 
broker, dealer or investment adviser, and serve in the capaci- 
ties specified in Section 9(b) of the Investment Company 
Act, upon a showing that they will be supervised properly 
and that such relief would be in the public interest. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other 
respondents named in these proceedings. 


2/ On June 4, 1973, registrant's registration was revoked 
with its consent. Securities Exchange Act Release No. 
10194. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8056/October 31, 1973 


In the Matter of 


THE INVESTMENT COMPANY OF AMERICA 


611 West Sixth Street 
Los Angeles, California 90017 
(812-3518) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT AND 
RULE 22c-1 THEREUNDER 


The Investment Company of America (”"Applicant”), regis- 
tered as a diversified, open-end management investment 
company under the Investment Company Act of 1940 
("Act"), has filed an application pursuant to Section 6(c) 
of the Act for an exemption from Section 22(d) of the Act 
and Rule 22c-1 thereunder to permit a public offering of 
Applicant's shares in Japan to Japanese and other non- 
United States nationals in accordance with Japanese law 
and regulations but under terms and with sales charges that 
are different from those described in Applicant's prospectus 
that is used in the United States. 


On October 9, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8027) of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


Tne matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy and pro- 
visions of the Act. 


iT 1S CRDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 22(d) of the Act and Rule 22c-1 thereunder be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8057/November 1, 1973 


In the Matter of 


MOSHER, INC. 

Suite 415 

2727 Allen Parkway 
Houston, Texas 77019 
(812-3523) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING APPLICANT FROM ALL PROVISIONS OF THE 
ACT 
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NOTICE IS HEREBY GIVEN that Mosher, Inc. ("“Appli- 
cant”), a Texas corporation, has filed an Application pur- 
suant to Section 6(c) of the Investment Company Act of 
1940 (the “Act”) for an order temporarily exempting Appli- 
cant from all provisions of the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations therein, which are 
summarized below. 


Applicant was incorporated under the laws of the State of 
Texas on January 27, 1894. From that time until January 
8, 1973, Applicant was engaged in the manufacture, fabri- 
cation and sale of a variety of metal products. On De- 
cember 26; 1972, the stockholders of Applicant approved 
the sale for cash of all of Applicant's assets to Trinity 
Industries, Inc. (“Trinity”) and adopted a Plan of Complete 
Liquidation under Section 337 of the Internal Revenue 
Code of 1954. On January 8, 1973, the sale of Applicant's 
assets to Trinity was effected. 


On the date of the sale to Trinity, Applicant received 
$20,000,000 in cash and approximately $5,900,000 in notes 
payabie of Trinity. Applicant has used its cash only to pur- 
chase government securities and interest-bearing certificates 
of deposit of national banks. Since January 8, 1973, Appli- 
cant states that it has been engaged in no activities except 
those incidental to its liquidation, i. e., liquidating its sub- 
sidiaries, settling matters with Trinity, clearing up contingent 
liabilities and collecting its notes and accounts receivable. « 


On September 11, 1973, the Board of Directors of Appli- 
cant approved a proposal whereby Applicant would merge 
into American General Convertible Securities Inc. ("AGS"), 
a closed-end diversified management investment company 
registered under the Act, subject to approval of Applicant’s 
stockholders and receipt of a favorable tax opinion. 


Section 3(a) (1) of the Act states that “investment com- 
pany” includes any issuer which is or holds itself out as being 
engaged primarily, or proposes to engage primarily, in the 
business of investing, reinvesting, or trading in securities. 


Section 3(a) (3) of the Act states that any issuer is an 
“investment company” if it is engaged or proposes to engage 
in the business of investing, reinvesting, owning, holding, or 
trading in securities, and owns or proposes to acquire invest- 
ment securities having a value exceeding 40 percent of the 
value of such issuer’s total assets (exclusive of Government 
securities and cash items) on an unconsolidated basis. 


Section 7(a) of the Act prohibits any unregistered invest- 
ment company from engaging in virtually any business acti- 
vity but excepts transactions of an investment company 
merely incidental to its dissolution. 


Applicant contends that it is entitled to an exemption from 
all provisions of the Act because it is not an investment 
company within the meaning of Section 3(a).of the Act. 

In the alternative, Applicant asserts that requiring it to regis- 
ter under the Act would not be in the public interest since 

it is not engaged in any activities other than those incidental 
to the cessation of its existence either by merger or liquid- 
ation. 


Applicant further states that it stockholders will receive the 
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protection of the Securities Act of 1933 in connection with 
the merger and that as stockholders of AGS, a registered 
investment company, will receive all the protections of the 
Act. 


Applicant states that its liquid assets will be held only in 
cash, government securities or certificates of deposit until 
the merger is consummated. In addition, Applicant con- 
sents to the condition, if the requested order is granted, 
that such order may terminate on the later of January 1, 
1974 or 20 days following the date of issuance of such 
order, which would allow Applicant and AGS ample time 
to consummate the merger. 


Section 6(c) of the Act authorizes the Commission, by 
order upon application, to exempt any person, security, or 
transaction, or any class or classes of persons, securities, or 
transactions, from any provision or provisions of the Act 
or of any rule or regulation thereunder, if and to the extent 
that such exemption is necessary or appropriate in the pub- 
lic interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 23, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (airmail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address set forth above. Proof of 
such service (by affidavit or, in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. At any time after said date, as provided by Rule 
O-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


MUTUAL SECURITIES FUND OF BOSTON 





















-man« ce 


a a ei J mm aS 


wh ath OO we. SO «of TS YJ 


_ | —<_< ~~ as emp ea ab ace, a6 a _ fs 











JOSEPH LEONARD 
WILLIAM PRIESS 

53 State Street 

Boston, Massachusetts 02109 
(812-3463) 


NOTICE OF FILING OF APPLICATION FOR AMEND- 
MENT OF ORDER PURSUANT TO SECTION 6(c) 
GRANTING LIMITED EXEMPTION FROM SECTION 
16(a) OF ACT. 


NOTICE IS HEREBY GIVEN that Mutual Securities Fund 
of Boston (“Fund”), a trust created under the laws of 
Massachusetts and an open-end, diversified investment 
company registered under the Investment Company Act of 
1940 (“Act”), and all of its trustees, Joseph Leonard and 
William Priess, hereinafter referred to collectively as 
“Applicants,” have filed an application to amend in the 
manner described below an order of the Commission dated 
August 31, 1973 (Investment Company Act Release No. 
7968) granting an application pursuant to Section 6(c) of 
the Act for a limited exemption from certain sections of the 
Act, including Section 16(a) thereof. All interested persons 
are referred to the application on file with the Commission 
for a statement of Applicant’s representations, which are 
summarized below. 


The exemption from Section 16(a) granted by the order of 
the Commission dated August 31, 1973 extended to Oc- 
tober 31, 1973 the period specified in Section 16(a) of the 
Act within which a meeting of the holders of the outstand- 
ing voting securities of Fund ("Beneficiaries”) must be held 
to elect directors (trustees) pursuant to the requirements of 
Section 16(a) because the present trustees of Fund were 
not elected by the Beneficiaries. The instant application 
requests that the Commission order of August 31, 1973, be 
amended to extend such period from October 31, 1973 to 
December 31, 1973. 

1973. 


In support of the request to amend the order of August 31, 
1973, the application indicates that the Fund was unable 
to mail proxy material in time for a special meeting of its 
Beneficiaries to be held before October 31, 1973, because 
of the time required to process such material for the meet- 
ing, including financial statements. The application states 
that the processing of such material has now been com- 
pleted. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 26, 1973 at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication shail be addressed to: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the address set forth above. Proof of 
such service (by affidavit, or in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule O-5 of the rules and 


regulations promulgated under the Act, an order disposing 

of the application herein will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8059/November 1, 1973 


In the Matter of 


DEAN WITTER & CO. INCORPORATED 
45 Montgomery Street 

San Francisco, California 94106 
(812-3534) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 30(f) OF THE ACT TO 
THE EXTENT THAT IT ADOPTS SECTION 16 OF THE 
SECURITIES EXCHANGE ACT OF 1934 


NOTICE IS HEREBY GIVEN that Dean Witter & Co. In- 
corporated ("Applicant”), a registered broker-dealer and 
one of the prospective representatives (”Representatives”) 
of a group of underwriters (“Underwriters”) to be formed 
in connection with a proposed public offering of shares of 
Common Stock of Golden Gate Income Securities, Inc. 
(“Corporation”), a new closed-end diversified managemen 
investment company recently registered under the Invest- 
ment Company Act of 1940 ("Act"), has filed on behalf 
of itself, the other Representatives and the Underwriters, 
an application pursuant to Section 6(c) of the Act for an 
order exempting the Underwriters, including Applicant 
and the other Representatives, in connection with their 
transactions incident to the distribution of shares of the 
Corporation, and such transactions, from Section 30(f) of 
the Act to the extent that it adopts Sections 16(a), (b) and 
(c) of the Securities Exchange Act of 1934 ("Exchange 
Act”). All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Shares of the Corporation (“Registered Shares”) are to be 
purchased by the Underwriters pursuant to an Underwrit- 
ing Agreement to be entered into between the Corporation, 
certain of its affiliates and the Underwriters represented by 
Applicant and the other Representatives. It is intended 
that on the effective date of the Corporation’s Registra- 
tion Statement under the Securities Act of 1933, the 
Registered Shares wiil be offered for sale to the public. It 
is initially proposed to offer 2,400,000 shares of Common 
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Stock of the Corporation under the Registration Statement 
(the “expected underwriting commitment”); the number 
actually to be offered may be greater or less than 2,400,000 
depending on market conditions or other factors. Under 
the proposed Underwriting Agreement, the Underwriters, 
acting through the Representatives, propose to indicate 
that they expect to purchase, severally and not jointly, the 
total number of shares of their respective expected under- 
writing commitments and propose to agree, irrespective of 
their respective expected underwriting commitments to 
purchase from the Corporation on the Closing Date a de- 
signated percentage of such expected underwriting commit- 
ments ("firm commitment”). Each Underwriter proposes 
also to agree to purchase the number of additional shares 
of its expected underwriting commitment for which pur- 
chase orders have been received on the fifth business day 
preceding such Closing Date in excess of its firm commit- 
ment. The Underwriters shall also be entitled to purchase, 
severally and not jointly, the number of additional shares of 
their respective expected underwriting commitments for 
which purchase orders have been received on the fifth busi- 
ness day preceding the Secund Closing Date. The Repre- 
sentatives, and the Underwriters designated by them, shall 
be entitled on the Closing Date and/or the Second Closing 
Date, to purchase any remaining shares of their respective 
expected underwriting commitments plus any additional 
shares not purchased by other Underwriters. The amount 
of the firm commitment, the initial public offering price 
and the underwriting discount will be specified in the 
prospectus incorporated in the Registration Statement of 
the Corporation at the time such Registration Statement 
becomes effective under the Securities Act of 1933, as 
amended (“Prospectus”). The Closing Date and the Second 
Closing Date will be determined by the Representatives and 
the Corporation shortly before the public offering, but in 
no event will the Second Closing Date be more than sixty 
(60) days after the commencement of the initial public 
offering. 


It is possible that one or more of the Underwriters, in- 
cluding the Applicant and any of the other Representatives, 
may acquire, pursuant to the provisions of the Underwrit- 
ing Agreement, more than 10 percent of the Registered 
Shares which will be outstandirig at the time of the closings 
of the initial public offering of such shares. Since Section 
30(f) of the Act subjects every person who is directly or 
indirectly a beneficial owner of more than 10 percent of any 
class of outstanding securities of the Corporation to the 
same duties and liabilities as those imposed by Section 16 

of the Exchange Act on certain owners in respect to their 
transactions in certain securities, such Underwriter or Under- 
writers may, accordingly, become st:bject to: (i) the filing 
requirements of Section 16(a) of the Exchange Act, (ii) 
upon resale of the shares purchased by them to their cus- 
tomers, the obligations and liabilities imposed by Section 
16(b) of the Exchange Act, and (iii) the prohibition of 
Section 16(c) of the Exchange Act against short sales of 

the shares. Applicant states that no purpose would be 
served by requiring the filing of reports under Section 16(a) 
of the Exchange Act in view of the disclosures in the 
Prospectus, the availability of records retained by the Repre- 
sentatives or Underwriters and the exemption of their 
transactions sought from the application of Sections 16(b) 
and (c). 
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Rules 16b-2 and 16c-2 under the Exchange Act exempt 
transactions in connection with a distribution of a sub- 
stantial block of securities from the operation of Sections 
16(b) and 16(c) thereof. Applicant states that the purpose 
of the purchase by the Underwriters will be for resale in 
connection with the initial distribution of the Registered 
Shares. In addition to purchases of shares from the Cor- 
poration and sales of shares to customers, there may be 
the usual transactions of purchase or sale incident to a 
distribution such as purchases in stabilizing transactions or 
to cover an over-allotment or other position created in 
connection with such distribution and sales of shares so 
purchased. Such purchases and sales, therefore, will be 
transactions effected in connection with the distribution of 
a substantial block of securities within the purpose and 
spirit of Rules 16b-2 and 16c-2. 


It is possible, however, that one or more of the Underwri- 
ters will not be exempted from Sections 16(b) and 16(c) 
by the operation of Rules 16b-2 and 16c-2, as they may 
fail to meet the requirement stated in paragraph (a) (3) of 
Rule 16b-2 and in paragraph (b) of Rule 16c-2 that the 
aggregate participation of persons not within the purview of 
Sections 16(b) and 16(c) of the Exchange Act be at least 
equal to the participation of persons receiving exemptions 
under Rules 16b-2 and 16c-2. It is possible that one or 
more of the Underwriters who, pursuant to the Underwri- 
ting Agreement, will purchase more than 10 percent of the 
Registered Shares may purchase more than 50 percent of 
such shares being offering pursuant to the Underwriting 
Agreement. Moreover, this requirement of Rules 16b-2(a) 
(3) and 16c-2(b) may not be met because it is possible that 
one or more of the Underwriters, even though obligated 
by the Underwriting Agreement to purchase less than 10 
percent of the aggregate number of Registered Shares to 
be outstanding upon completion of the initial public offer- 
ing of such shares, may, as a consequence of defaults by 
other Underwriters who do not purchase their respective 
firm commitments or as a result of the failure of other 
Underwriters to purchase the total amount of their respec- 
tive expected underwriting commitments, become obli- 
gated to and/or elect to purchase at the closings of the 
public offering more than 10 per cent of the aggregate 
number of Registered Shares to be outstanding after such 
closing. 


Applicant states that the requested exemption should be 
granted because there can be no inside information con- 
cerning the Corporation since the Corporation will have no 
assets and will not have commenced the conduct of any 
business prior to the distribution and sale of its shares. 
Applicant further states that no partner, director or officer 
of any of the Representatives, including the Applicant, is 

a director or officer of either the Corporation or Crocker 
Management Investment Corp., the Corporation’s invest- 
ment adviser ("Adviser"), or an affiliate of the Adviser and 
that it is not anticipated that any partner, director, or 
officer of any other Underwriter will be a director or of- 
ficer of the Corporation or the Adviser or any such affiliate. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any person, security or transaction, or any 
class or classes of persons, securities, or transactions from 
any provision of the Act and Rules promulgated thereunder 
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if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Applicant contends that the transactions sought to be ex- 
empted cannot lend themselves to the practices Section 16 
of the Exchange Act and Section 30(f) of the Act were 
enacted to prevent, and submits that the requested ex- 
emption is necessary and appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested persons 
may, not later than November 19, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. Acopy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such 
service (by affidavit or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided by Rule 
O-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will be 
issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8060/November 1, 1973 


In the Matter of 


GOLDEN GATE INCOME SECURITIES, INC. 
44 Montgomery Street 
San Francisco, California 94104 


and 


GILBERT W. FITZHUGH 

Post Office Box 1452 

Rancho Santa Fe, California 92067 
(812-3537) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR EXEMPTION FROM SECTION 
2(a) (19). 


NOTICE IS HEREBY GIVEN that Golcen Gate Income 
Securities, Inc. ("Fund"), a closed-end, diversified manage- 
ment investment company registered under the Investment 
Company Act of 1940 ("Act”), and Gilbert W. Fitzhugh 
(“Fitzhugh”) (hereinafter collectively called “Applicants”), 
have filed an application for an order of the Commission 
pursuant to Section 6(c) of the Act declaring that Fitzhugh 
shall not be deemed an “interested person” of the Fund 
within the meaning of Section 2(a) (19) of the Act solely 
by reason of his status as a director of the Metropolitan 
Life Insurance Company (“Metropolitan”). All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations made 
therein, which are summarized below. 


Fitzhugh, a member of the board of directors of the Fund, 
is also a director of Metropolitan, a mutual insurance com- 
pany incorporated under the laws of New York, which is 

in the business of selling life insurance and variable annui- 
ties. Metropolitan sells individual variable annuities funded 
by separate accounts that are registered under the Act, and 
HR-10 plans funded by separate accounts, interests in 
which are registered under the Securities Act of 1933. 
Metropolitan is registered as a broker-dealer under the 
Securities Exchange Act of 1934. 


Applicants represent that Metropolitan has never engaged 
in securities transactions on behalf of the Fund. Further- 
more, the Fund has undertaken that Metropolitan will not 
be considered by the Fund or the Fund’s investment advi- 
ser, Crocker Investment Management Corp., as a potential 
broker-dealer through which to execute securities trans- 
actions or sell the Fund’s shares. 


Fitzhugh in no way participates in the day to day operations 
of Metropolitan. 


Section 2(a) (19) of the Act defines an “interested person” 
of an investment company to include any broker or dealer 
registered under the Securities Exchange Act of 1934 or 
any affiliated person of such broker or dealer. Section 2 
(a) (3) of the Act defines an affiliated person of another 
person to include any director of such other person. 


Fitzhugh, as a director of Metropolitan, is an affiliate of a 
broker-dealer, and is thus an “interested person” of the 
Fund. 


Section 6(c) of the Act authorizes the Commission to ex- 
empt any person, security, or transaction, or any class or 
classes of persons, securities, or transactions from any pro- 
vision of the Act or of any rule or regulation thereunder if 
such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


Applicants contend that Fitzhugh should not be deemed 
an “interested person” of the Fund because his affiliation 
with Metropolitan does not affect, and will not impair, his 
independence in acting on behalf of the Fund and its share- 
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holders, and the requested exemption is therefore consistent 
with the provisions of Section 6(c) of the Act. 


NOTICE IS FURTHER GIVEN thai any interested person 
may, not later than November 19, 1973, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon, Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. ©. 20549. Acopy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the addresses stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. At any time after said date, as provided by Rule 
O-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will be 
issued by the Commission as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8061/November 1, 1973 


In the Matter of 


GOLDEN GATE INCOME SECURITIES, INC. 
44 Montgomery Street 

San Francisco, California 94104 

(812-3532) 


NOTICE OF. FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR AN ORDER OF EXEMPTION FROM 
SECTIONS 15(a) AND 16(a). 


NOTICE IS HEREBY GIVEN that Golden Gate Income 
Securities, Inc. (“Applicant”), registered under the Invest- 
ment Company Act of 1940 ("Act”) as a closed-end, diversi- 
fied management investment company, has filed an appli- 
cation pursuant to Section 6(c) of the Act for an order ex- 
empting Applicant from Sections 15(a) and 16(a) of the 
Act to the extent necessary to permit Crocker Investment 
Management Corp. to serve as investment adviser of Appli- 
cant pursuant to a written investment advisory contract 
approved by Applicant’s Board of Directors prior to approval 
of such contract by a vote of the stockholders of Applicant; 
and to permit directors of Applicant to serve as such prior 
to election to such positions by the stockholders of the 
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Applicant; such exemptions to be effective until the meet- 
ing of stockholders to be held within 180 days after the 
effective date of the Applicant’s Form S-4 Registration 
Statement filed under the Securities Act of 1933 ("1933 
Act”). All interested persons are referred to the Appli- 
cation on file with the Commission for a statement of the 
representations made therein, which are summarized below. 


Applicant, at present, has no stockholders but it proposes 
to issue up to 2,400,000 shares of its Common Stock when 
its 1933 Act Registration Statement becomes effective. 
Applicant also proposes to enter into an investment advi- 
sory agreement with Crocker Investment Management Corp. 
which will constitute that company as the investment advi- 
ser of the Applicant. 


Section 15(a) of the Act provides, in part, that a person 
may not serve as an investment adviser of a registered invest- 
ment company except pursuant to a written contract which 
has been approved by a vote of a majority of the outstand- 
ing voting securities of such registered investment company, 
and Section 16(a) of the Act provides, with limited ex- 
ceptions not here relevant, that no person shall serve as a 
director of a registered investment company unless elected 
to that office by the holders of the outstanding voting 
securities of such company. Inasmuch as Applicant has no 
stockholders to date, the present Board of Directors of 
Applicant has not been elected by the stockholders. 


Applicant states that the proposed investment advisory 
contract will comply with the provisions of the Act in all 
respects except as to the requirement of advance stock- 
holder approval contained in Section 15(a) of the Act, and 
that the persons serving as its directors will meet all of the 
requirements of the Act except the requirements of Sec- 
tion 16(a) that they be elected to that office by holders of 
the outstanding voting securities of Applicant and that at 
least two-thirds (2/3) of the directors in office have been 
elected by stockholders of Applicant. In connection with 
the foregoing Applicant has filed an application to the Com- 
mission to exempt one of its directors from the status of 
an “interested person” of Applicant under the Act. 


Applicant also states that the entire Board of Directors will 
stand for election, and the investment advisory contract will 
be presented for approval, at the meeting of stockholders to 
be held within 180 days after the effective date of Appli- 
cant’s 1933 Act registration Statement, and that the pros- 
pectus to be used by Applicant in connection with the sale 
of its shares will contain full appropriate information con- 
cerning the directors and the investment advisory contract. 


Applicant submits that the requested exemptions from the 
provisions of Sections 15(a) and 16(a) of the Act are neces- 
sary and appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


Section 6(c) of the Act authorizes the Commission to ex- 
empt any person, security, or transaction, or any class or 
classes of persons, securities, or transactions from the pro- 
visions of the Act and rules promulgated thereunder if and 
to the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the 
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policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 19, 1973 at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. Acopy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided by Rule 
O-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the Application herein will be 
issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a hear- 
ing or advice as to whether a hearing is ordered, will re- 


ceive notice of further developments in this matter, including 


the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8062/October 31, 1973 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE 
COMPANY OF AMERICA 


and 


STATE MUTUAL SECURITIES, INC. 
440 Lincoln Street 

Worcester, Massachusetts 01605 
(812-3413) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) AND RULE 17d-1 
THEREUNDER AND PURSUANT TO SECTION 17(b) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that the State Mutual Life 
Assurance Company of America (the “Insurance Company”) 
and State Mutual Securities, Inc. (the “Investment Com- 
pany”), registered under the Investment Company. Act of 
1940 ("Act”) as a diversified, closed-end management invest- 
ment company, (hereinafter collectively referred to as 
Applicants”), have filed an application pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder for an order of 





the Commission permitting Applicants to jointly participate 
in the purchase at par of $2,500,000 principal amount of a 
new issue of 83/4% Senior Notes due 1989 (the “Notes”) 
of Rand McNally & Company ("Rand McNally”) or, in the 
event the Insurance Company purchases the Notes before 
the issuance of such order, for an order pursuant to Sec- 
tion 17(b) of the Act exempting from the provisions of 
Section 17(a) of the Act the sale by the Insurance Com- 
pany of one-half of the Notes to the Investment Company. 
All interested persons are referred to the application on 
file with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 


Pursuant to an order of the Commission issued on February 
12, 1973 (Investment Company Act Release No. 7665) 
and corrected on February 27, 1973 (Investment Company 
Act Release No. 7698) (collectively “the Order”), the In- 
surance Company, which acts as investment adviser to the 
Investment Company, is permitted to invest concurrently 
for its general account in each issue of securities purchased 
by the Investment Company at direct placement and to 
exercise warrants, conversion privileges, and other rights at 
the same time. The Order is subject to several conditions. 
One condition generally requires that purchases at direct 
placement of securities, which would be consistent with 
the investment policies of the Investment Company, be 
shared equally by the Insurance Company and the Invest- 
ment Company. Another condition limits the Order to 
situations in which neither the Insurance Company nor the 
Investment Company have any prior interest in the issuer, 
in any affiliated person of the issuer, or in any securities 
issued by such issuer or affiliated person, other than inter- 
ests in all respects identical. 


Applicants expect the total issue of the Notes to be 
$6,000,000. The Insurance Company understands that 
Rand McNally is willing to sell a portion of the Notes to 
the Investment Company and, as adviser for the Investment 
Company, the Insurance Company believes that the Notes 
would be an attractive investment for the Investment Com- 
pany. Applicants would like to invest concurrently in the 
Notes, but such investment would not be consistent with 
the terms of the Order because the Insurance Company 
already holds $2,900,000 principal amount of 6-1/4% 
Notes due 1982 of Rand McNally repayable at the rate of 
$300,000 three times yearly from 1974 to 1981, inclusive. 
Since the Investment Company owns no securities of Rand 
McNally, Applicants cannot comply with the conditions 
that they have no prior interests in an issuer other than 
interests in all respects identical. Therefore, Applicants 
have applied for an order pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder permitting the acquisition 
by each of the Applicants of $1,250,000 principal amount 
of the Notes, subject to the conditions imposed on such 
joint transactions in the Order. 


In the event the requested order is not issued before the 
issuance of the Notes, the Insurance Company proposes to 
acquire the entire $2,500,000 principal amount itself, sub- 
ject to the obligation to transfer one-half of such amount 
to the Investment Company at cost plus accrued interest 
should an order of the Commission permitting such trans- 
action issue within three months of such acquisition. 
Therefore, Applicants seek an exemption pursuant to Sec- 
tion 17(b) of the Act permitting the sale by the Insurance 
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Company to the Investment Company of one-half of the 
Notes in the event the requested order pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder is not granted 
before the acquisition of the Notes by the Insurance Com- 
pany. If no order of exemption is received, the $2,500,000 
principal amount of the Notes will be retained for invest- 
ment by the Insurance Company. 


Rule 17d-1 adopted by the Commission under Section 17(d) 
of the Act provides that “no affiliated person of .. . any 
registered investment company . . . acting as principal, shall 
participate in, or effect any transaction in connection with, 
any joint enterprise or other joint arrangement or profit 
sharing plan in which such registered company . .. is a 
participant, and which is entered into, adopted or modified 
subsequent to the effective date of this rule, unless on 
application regarding such joint enterprise, arrangement or 
profit sharing plan has been filed with the Commission and 
has been granted by an order entered... prior to such 
adoption or modification.” It also provides that in passing 
upon such application the Commission will consider whether 
the participation of such registered or controlled company 
in such joint enterprise, joint arrangement, or profit sharing 
plan on the basis proposed is consistent with the provisions, 
policies, and purposes of the Act and the extent to which 
such participation is on a basis different from, or less 
advantageous than, that of other participants. 


Section 17(a) of the Act, as here pertinent, prohibits the 
Insurance Company as an affiliated person of the Invest- 
ment Company from selling to the Investment Company 
any securities unless the Commission, upon application pur- 
suant to Section 17(b), grants an exemption from the pro- 
visions of Section 17(a) upon finding that the terms of the 
proposed transaction, including the consideration to be paid, 
are reasonable and fair and do not involve overreaching on 
the part of any person concerned, and that the proposed 
transaction is consistent with the policy of the Investment 
Company and with the general purposes of the Act. 


The Insurance Company represents that its prior holdings 
of Rand McNally securities had no effect on the decision 
that the Notes would be an attractive investment for the 
Applicants. Applicants state that each will acquire the 
same amount of the Notes at the same price, and the terms 
of the transfer of the $1,250,000 principal amount of the 
Notes from the Insurance Company to the Investment Com- 
pany would be reasonable and fair and free of overreaching 
since the consideration paid by the Investment Company 
would equal the price paid by the Insurance Company for 
the Notes plus accrued interest. Applicants submit that the 
proposed transaction is consistent with the policy of the 
Investment Company as recited in its registration statements 
and that the proposed transaction is consistent with the 
general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 26, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
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Washington, D. C. 20549. Acopy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 


hearing upon request or upon the Commission’s own motion. 


Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8063/October 31, 1973 


in the Matter of 


STATE MUTUAL LIFE ASSURANCE COMPANY 
OF AMERICA 


and 


STATE MUTUAL SECURITIES, INC. 
440 Lincoln Street 

Worcester, Massachusetts 01605 
(812-3520) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) AND RULE 17-1 
THEREUNDER AND PURSUANT TO SECTION 17(b) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that the State Mutual Life 
Assurance Company (the “Insurance Company”) and 

State Mutual Securities, Inc. (the "Investment Company”), 
registered under the Investment Company Act of 1940 
("Act") as a diversified, closed-end management investment 
company, (hereinafter collectively referred to as “Appli- 
cants”), have filed an application pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder for an order of the 
Commission permitting Applicants to jointly participate in 
the purchase at par of $5,000,000 principal amount of a 
new issue of 8-%% Senior Notes due 1989 (the “Notes”) of 
The William Carter Company ("Carter”) or, in the event 
the Insurance Company purchases the Notes before the 
issuance of such order, for an order pursuant to Section 
17(b) of the Act exempting from the provisions of Section 
17(a) of the Act the sale by the Insurance Company of 
one-half of the Notes to the Investment Company. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 
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Pursuant to an order of the Commission issued on February 
12, 1973 (Investment Company Act Release No. 7665) and 
corrected on February 27, 1973 (Investment Company Act 
Release No. 7698) (collectively “the Order”), the Insurance 
Company, which acts as investment adviser to the Invest- 
ment Company, is permitted to invest concurrently for its 
general account in each issue of securities purchased by the 
Investment Company at direct placement, and to exercise 
warrants, conversion privileges, and other rights at the same 
time. The Order is subject to several conditions. One con- 
dition generally requires that purchases at direct placement 
of securities, which would be consistent with the investment 
policies of the Investment Company, be shared equally by 
the Insurance Company and the Investment Company. 
Another condition limits the Order to situations in which 
neither the Insurance Company nor the Investment Com- 
pany have any prior interest in the issuer, in any affiliated 
person of the issuer, or in securities issued by such issuer or 


affiliated person, other than interests in all respects identical. 


Applicants expect the total issue of the Notes to be 
$8,000,000. The Insurance Company understands that 
Carter is willing to sell a portion of the Notes to the Invest- 
ment Company and, as adviser for the Investment Com- 
pany, the Insurance Company believes that the Notes would 
be an attractive investment for the Investment Company. 
Applicants would like to invest concurrently in the Notes 
but such investment would not be consistent with the terms 
of the Order because the Insurance Company already holds 
$750,000 principal amount of 5-%% Notes due 1975 of 
Carter, repayable at the rate of $250,000 per annum. Since 
the Investment Company owns no securities of Carter, 
Applicants cannot comply with the condition that they 
have no prior interests in an issuer other than interests in all 
respects identical. Applicants have therefore applied for an 
order pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder permitting the acquisition by each of the Appli- 
cants of $2,500,000 principal amount of the Notes, sub- 
ject to the conditions imposed on such joint transactions 

in the Order. 


In the event the requested order is not issued before the 
issuance of the Notes, the Insurance Cormpany proposes to 
acquire the entire $5,000,000 principal amount itself, sub- 
ject to an obligation to transfer one-half of such amount tc 
the Investment Company at cost plus accrued interest 
should an order issue within three months of such acqui- 
sition. Applicants seek an exemption pursuant to Section 
17(b) of the Act permitting the sale by the Insurance Com- 
pany to the Investment Company of one-half of the Notes 
in the event the requested order pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder is not granted before 
the acquisition of the Notes by the Insurance Company. 

If no order of exemption is received, the $5,000,000 
principal amount of the Notes will be retained for invest- 
ment by the Insurance Company. 


Rule 17d-1 adopted by the Commission under Section 17(d) 
of the Act provides that “no affiliated person of . . , any 
registered investment company .. . acting as principal, shall 
participate in, or effect any transaction in connection with, 
any joint enterprise or other joint arrangement or profit 
sharing plan in which any such registered company ... is a 
participant, and which is entered into, adopted or modified 
subsequent to the effective date of this rule, unless an appli- 





cation regarding such joint enterprise, arrangement or pro- 
fit sharing plan has been filed with the Commission and has 
been granted by an order entered. . . prior to such adop- 
tion or modification.” It also provides that in passing upon 
such application the Commission will consider whether the 
participation of such registered or controlled company in 
such joint enterprise, joint arrangement or profit sharing 
plan on the basis proposed is consistent with the provisions, 
policies and purposes of the Act and the extent to which 
such participation is on a basis different from, or less 
advantageous than, that of other participants. 


Section 17(a) of the Act, as here pertinent, prohibits the 
Insurance Company, an affiliated person of the Investment 
Company, from selling to the Investment Company any 
securities unless the Commission, upon application pursuant 
to Section 17(b), grants an exemption from the provisions 
of Section 17(a) upon finding that the terms of the pro- 
posed transaction, including the consideration to be paid, 
are reasonable and fair and do not involve overreaching on 
the part of any person concerned, and that the proposed 
transaction is consistent with the policy of the Investment 
Company and with the general purposes of the Act. 


The Insurance Company represents that its prior holdings 
of Carter securities had no effect on the decision that the 
Notes would be an attractive investment for the Applicants. 
Applicants further represent that each will acquire the same 
amount of the Notes at the same price, and the terms of 
the transfer of the $2,500,000 principal amount of the 
Notes from the Insurance Company to the Investment 
Company would be reasonable and fair and free of over- 
reaching since the consideration paid by the Investment 
Company would equal the price paid by the Insurance 
Company for the Notes plus accrued interest. Applicants 
submit that the proposed transaction is consistent with the 
policy of the Investment Company as recited in its registra- 
tion statements and that the proposed transaction is con- 
sistent with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 26, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shal! be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8064/October 31, 1973 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 

1295 State Street 

Springfield, Massachusetts 01101 

(812-3515) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


Massachusetts Mutual Life Insurance Company (” Appli- 
cant”), a mutual life insurance company organized under 
the laws of the Commonwealth of Massachusetts and the 
investment adviser of MassMutual Corporate Investors, Inc., 
a non-diversified, closed-end management investment com- 
pany registered under the Investment Company Act of 
1940 (the “Act”), has filed an application pursuant to Sec- 
tion 17(d) of the Investment Company Act of 1940 (the 
“Act”) and Rule 17d-1 thereunder for an order of the Com- 
mission permitting Applicant to purchase at direct place- 
ment $3,000,000 in principal amount of a new issue of 
9-3/8% subordinated notes due 1990 of Warnaco, Inc., a 
company in whose securities Applicant and Fund had in- 
vested pursuant to an arrangement that prohibits, without 
order of the Commission, further investments in that com- 
pany by either Applicant or Fund unless such investments 
are identical. 


On October 15, 1973, the Commission issued a notice of 
the filing of the application (Investment Company Act 
Release No. 8034) giving interested persons an opportunity 
to request a hearing and stating that an order disposing of 
the matter would be issued as of course after October 30, 
1973, unless a hearing was ordered. No request for hearing 
has been filed and the Commission has not ordered a hear- 
ing. 


The matter has been considered and it has been found, on 
the basis of the information stated in the application, that 
consummation of the proposed transaction will be consis- 
tent with the provisions, policies and purposes of the Act 

and will not be disadvantageous to Fund. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, that the purchase by Applicant at 
direct placement of $3,000,000 in principal amount of 
9-3/8% subordinated notes due 1990 of Warnaco, Inc., be, 
and is hereby, permitted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8065/October 31, 1973 


Admin. Proc. File No. 3-3718 
In the Matter of 


PACIFIC SCHOLARSHIP TRUST SPONSORED 
BY PACIFIC SCHOLARSHIP FUND 

Seattle, Washington 

(812-3020) 


FINDINGS, OPINION AND ORDER DENYING IN PART 
AND GRANTING IN PART APPLICATION FOR EX- 
EMPTIONS 


INVESTMENT COMPANIES 
Redeemability and Sales below Net Asset Value 


Exemption from Section 27(c) (1) of Investment Company 
Act for periodic payment plans, intended to provide funds 
for educational expenses, which are not fully redeemable, 
and exemption from Section 23(b) to permit sale of plans 
below net asset value, denied, in view of applicant's failure 
to show forfeitures and dilution of planholder interests as 
consistent with protection of investors and purposes of 
Investment Company Act or necessary or appropriate in 
public interest. The Trust Fund Sponsored by The Scho- 
larship Club, Inc. ("SCI") case, Investment Company Act 
Release No. 5524 (October 25, 1968), overruled, 


Capitalization and Voting 


Exemption from Sections 14(a) and 18(i) to permit sale of 
plans with applicant's capital less than $100,000 and to 
permit one vote per plan, granted, where applicant's 
investment policy is conservative and variation in amounts 
of different plans would not be substantial. 


APPEARANCES: 
Hartley Paul, of Lane, Powell, Moss & Miller, for applicant. 


William Kleh and Harold Sweetwood, for the Division of 
Investment Management Regulation of the Commission. 


These are proceedings with respect to an application filed 
by the Pacific Scholarship Trust ("applicant”), a registered 
closed-end investment company sponsored by Pacific 
Scholarship Fund (“sponsor”), requesting exemptions from 


various provisions of the Investment Company Act of 1940. 


1/ 


The sponsor is a non-profit corporation organized to pro- 
mote and operate plans designed to provide funds to be 
applied towards students’ expenses of post-high school 
education and vocational training. The plans are to be sold 
to residents of the State of Washington and administered 














by Scholarship Investment Corporation ("SICO”), a profit- 
making corporation. An investor joins the sponsor by agree- 
ing to establish a “scholarship” plan for the benefit of a 
named child. In general, under the terms of such a plan, the 
investor agrees to open and pay either a lump sum or month- 
ly deposits into a savings account in his own name in a 
federally insured bank and also agrees that all earnings ac- 
cruing on such account will be transferred annually to appli- 
cant. Such earnings will, through the medium of a bank 
trustee, be invested and ultimately distributed for the bene- 
fit of student beneficiaries of planhoiders. The principal in 
the investor's savings account remains his property under 
his control and he may withdraw it at any time. Such a 
withdrawal prior to the completion schedule set forth in his 
plan, however, will result in the forfeiture by the investor of 
the earnings on his account which were theretofore trans- 
ferred to applicant and the elimination of the investor's 
designated beneficiary from any participation in applicant's 
assets. Similarly, if the child designated as a beneficiary 
dies, or does not enter any program of higher education, or 
does not satisfactorily complete the first year (or any sub- 
sequent year), the investor’s interest in applicant's assets is 
forfeited. 


The plans contemplate that if they are carried to comple- 
tion the principal amount of the investor's savings account 
will be available to be applied towards the beneficiary’s 
first year’s post-high school expenses, and that sums from 
applicant’s assets will be provided to be applied towards the 
succeeding three years’ tuition and other qualifying ex- 
penses 2/ so long as the beneficiary continues his educa- 
tion in an accredited higher educational program. There is 
no assurance that a qualifying beneficiary will receive funds 
sufficient to meet all of his expenses. A distinctive feature 
of the plans is that they embody the possibility that appli- 
cant’s assets may include amounts forfeited by the failure 
of investors to carry out their plans or by the failure of 
beneficiaries to enter or continue their post-high school 
programs. The forfeited earnings will be used for the bene- 
fit of nonforfeiting planholders’ beneficiaries, so that an 
investor’s beneficiary who does enter and continue such a 
program may receive more than the amounts paid by that 
particular investor plus the earnings on such amounts. 3/ 


Appiicant proposes to offer six kinds of plans, three install- 
ment and three lump sum. The installment plans would re- 
quire monthly payments of $20, $30, or $45 for periods 
between 6 to 10 years. From these payments sales and 
administrative charges totaling $210 would be deducted. 
The net payments would range between $2500 and $3500. 
The lump-sum plans would require a single payment ranging 
between approximately $1800 and $2200 from which sales 
and administrative charges totaling $196.50 would be 
deducted. All sales and most administrative fees will be 
paid over to SICO. The net payments on all plans would be 
deposited in the investor's individual savings account, which 
he would be obliged to maintain for periods ranging between 
7% and 12 years, with earnings accruing on such account 

to be paid annually to applicant. Applicant will invest 

such funds in United States Government obligations or 
grade A municipal bonds. 


Section 6(c) of the Act authorizes us to exempt any person 
from any provision of the Act either conditionally or un- 
conditionally, if and to the extent we find such exemption 


“necessary or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fair- 
ly intended by the policy and provisions” of the Act. The 
broad exemptive power under that section to free any per- 
son from any provision of the Act is one which must be 
exercised with circumspection and with full regard to the 
public interest and the basic purposes of the Act. 4/ In 
ruling on the application we must, therefore, determine 
whether applicant has shown that granting the exemptions 
requested for its plans would be necessary or appropriate 
in the public interest and consistent with the protection of 
investors and the policy and provisions of the Investment 
Company Act. 


Redeemability - Section 27(c) (1) 


All of applicant's plans, both periodic and lump sum, are 
“periodic payment plan certificates” 5/ which, under Sec- 
tion 27(c) (1) of the Act 6/ must be redeemable securities. 
Z/ This means that no forfeitures can be suffered. But, as 
applicant acknowledges, the forfeiture element in its plan 
is basic to the entire arrangement. The whole idea of 
appropriating the interest earned on the contributions of 
those who fall by the wayside in making their payments, 
those whose children never go on to higher education and 
those whose children do go there but only for a short time, 
and giving it to the children who stay longer than one year 
requires that the investment accounts (as distinguished 
from the savings accounts) be irredeemable. Exemption 
from Section 27(c) (1) is therefore essential for the sale of 
applicant's plans. 


In an earlier decision, The Trust Fund Sponsored by the 
Scholarship Club, Inc. ("SC\"), 8/ an exemption from 
Section 27(c) (1) for scholarship plans similar to applicant's 
was granted. That decision noted that the applicant in that 
case, as here, is “substantially different from the conven- 
tional management investment company, and that the 
securities represented by the “scholarship” plans differ 
from conventional periodic payment plan certificates. An 
investor will always retain a right to the principal in his 
savings account, and only the earnings payments that have 
been transferred to the applicant are non-redeemable.” 9 / 
Without undertaking to determine whether or not the 
applicant’s proposed operation was a good way for parents 
to provide for the higher education of their children, the 
SC/ opinion concluded that the critical element was "full 
disclosure of the features of the plans with respect to the 
forfeiture provisions and their consequences.” 10 / 


Applicant argues that SC/ is controlling here, and the in- 
stant case has required us to reconsider that decision. That 
reconsideration leads us to conclude that the SC/ case should 
be overruled. The SC/ decision placed undue emphasis on 
the element of disclosure and gave insufficient weight to 

the regulatory provisions and purposes of the Investment 
Company Act itself. The Investment Company Act, passed 
in 1940, some seven years after the enactment of the Securi- 
ties Act of 1933 and six years after the Securities Exchange 
Act of 1934, is a recognition by Congress that the disclo- 
sure requirements of the pre-existing legislation did not 
meet the special problems presented by investment com- 
panies and that regulatory measures were needed to control 
those companies and to prohibit certain practices by them. 
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The difficulties with disclosure as the sole protection in cer- 
tain situations are illustrated by the inherent conflicts in 
applicant's position. While denying that the principal expect- 
ation of an investor’s gain is tied to the anticipated for- 
feiture of others’ plans, applicant does not deny that the 
forfeiture feature is fundamental to its operations. We agree 
with the Division that a principal appeal of applicant’s plans 
will be the possibility of sharing in the forfeited interest 
earnings of planholders who fall by the wayside. This u 
nique attraction of the plans would be fueled by an appeal 
to a too common temptation or desire to get something for 
nothing, coupled with an appeal to the perpetual optimism 
of an investor that while others will suffer forfeitures he 

will be one of the fortunate who will not. The contradic- 
tory assumptions inherent in applicant's plans (that an 
investor will benefit from others’ forfeitures but that he 
himself will not forfeit) create the sort of a situation in 
which disclosure alone may be inadequate to protect inves- 
tors. 


Applicant seeks to escape the restrictions of Section 27(c) 
(1) by arguing that Congress did not really consider the 
redeemability feature of cardinal importance. But the re- 
deemability requirement is stated clearly and unequivocally; 
its intent to prevent forfeitures is obvious. Moreover, the 
redeemability feature would appear to be the keystone of 
the Act's special provisions regulating in detail the amount 
and timing of sales charges on periodic payment plans. 12 / 
The substantial protection investors enjoy from the detailed 
regulation of these charges would be easily outflanked if 
penalties could be imposed for the premature termination 
of periodic payment plans, such as the forfeiture of the 
interest earnings here. 


Applicant seeks to minimize the possibility and significance 
of forfeitures, arguing that there won't really be that many 
because applicant will require screening of planholders to 
prevent sales to persons likely to forfeit and it also has 
adopted provisions under which planholders will be able to 
transfer their plans or name substitute student beneficiaries. 
These efforts to keep forfeitures at a minimum obviously 
have their limitations. 13. / Applicant does not deny that 
there will be forfeitures and in fact, as noted above, concedes 
that the forfeiture feature is integral to the operation of its 


plans. 14 / 


We recognize that forfeited earnings would be paid eventu- 
ally to those beneficiaries who do go on to higher educa- 
tion programs, and would not be turned over to applicant’s 
sponsor or SICO. But whoever gets these funds, the effect 
on the forfeiting planholder is the same: he loses the accu- 
mulated interest on his savings account which was trans- 
ferred to applicant as well as the sales and administrative 
charges paid up to that point. 15 / As against this risk, the 
investor would be participating in a plan whose benefits 
applicant concedes probably would not be adequate to 
meet all expenses of higher education, 16 _/ even assuming 
that he and his beneficiary do not fall out and that others 
do. 


Applicant seeks to justify an exemption from Section 27(c) 
(1) on various other grounds. Thus, it argues that for- 
feitures are not bad per se, contending that they normally 
occur in other areas such as in connection with insurance 
policies, pension plans and social security programs. We do 
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not think these things can be equated with applicant's plans. 
In any event, we are dealing here with specific provisions of 
regulatory legislation covering applicant’s particular oper- 
ations. 


Applicant states that new modes of financing higher educa- 
tion are urgently needed, particularly for middle income 
families whose incomes are often too high to qualify them 
for scholarships and too low to meet all expenses. This in 
itself does not indicate that it is in the public interest to 
exempt applicant’s plans from the redeemability provisions. 
Such plans will, through the forfeiture feature, provide an 
incentive for planholders to save and may provide extra bene 
fits for those beneficiaries who do enter higher education. 
But there is no guarantee that any beneficiary will receive 
all or even a certain portion of his expenses. And a plan- 
holder’s savings account itself is not required to be spent 
on education and indeed may be available for other uses by 
the planholder, without forfeiting his trust account, for 
several years prior to his beneficiary's projected date of 
embarkation on higher education. In effect these plans are 
a device for transferring interest earnings of parents who 
fall behind in their payments or can’t put their child through 
the first year of higher education to those who make the 
payments on time and can put their child through the first 
year. 


We come back to the appeal inherent in these plans - that 

a significant number of planholders will forfeit their earn- 
ings and that such forfeited sums will be available to those 
who complete their plans. If there are forfeitures, investors 
will lose part of their funds contrary to the statutory policy 
and provisions. To the extent forfeitures are minimized or 
eliminated, there would be available to each planholder’s 
beneficiary only the amount that would have been available 
had the planholder maintained his own savings account, 
but less the administrative and sales fees. 17_/ We see no 
public interest in such plans sufficient to override the 
policy and provisions of the Investment Company Act 
requiring redeemability and prohibiting forfeitures in con- 
nection with periodic payment plans. 


We conclude that applicant has failed to sustain its burden 
of showing that the forfeiture of the interest earnings is 
consistent with the protection of investors and the purposes 
of the Act and is necessary or appropriate in the public 
interest. We must, therefore, deny the requested exemp- 
tion from Section 27(c) (1). 


Accordingly, to the extent that our decision in The Trust 
Fund Sponsored by the Scholarship Club, Inc., Investment 
Company Act Release No. 5524 (October 25, 1968) is 
contrary to the views we express here, it is overruled. 


Other Requested Exemptions 


Applicant has stated that the exemption to permit forfei- 
tures is fundamental to the operation of its plans. Although 
our denial of that exemption appears therefore to moot 

the remaining exemption requests, we wish to dispose 
completely of the pending application. 


Section 23(b) of the Act prohibits a closed-end investment 
company from selling its shares below current net asset 
value. it would be impossible, of course, to determine the 
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value of the interest in applicant’s assets which a new 
investor acquires, since the extent to which the investor's 
designated beneficiary may participate in those assets would 
depend, among other things, on the extent of the contri- 
butions and forfeitures by other planholders and on the 
number of beneficiaries who will qualify to receive distri- 
butions. In effect planholders, who will each pay the same 
price for the same type of plan purchased, may overpay or 
underpay depending on their chances for sharing in appli- 
cant’s scholarship funds and the chances of fellow plan- 
holders. Noting that Section 23(b) (2) permits a closed-end 
company to sell securities below net asset value with the 
consent of a majority of its common stockholders, applicant 
requests a temporary exemption from Section 23(b) until it 
can obtain the consent of investors to the continuous sale 

of applicant's securities under its present arrangements. 


We have held above that applicant's request for the redemp- 
tion exemption from Section 27(c) (1) must be denied. 

For much the same reasons, we conclude that the request 
for an exemption from Section 23(b), which is inextricably 
tied in with the redeemability and forfeiture features, must 
also be denied. 18 / 


Section 14(a) of the Act makes it unlawful for an invest- 
ment company to offer its shares unless it has a net worth 
of at least $100,000. Applicant's assets will be nil until 
transfers of planholders’ interest earnings commence. 
Protection from an inadequate capitalization is unnecessary 
for applicant’s planholders, however, because their savings 
accounts will be held in federally insured banks and the 
interest earned will be conservatively invested, i.e., in United 
States Government securities and high-grade municipal 
bonds. We also note that SICO has agreed with applicant 
not to commence plan sales until it has established a 
$50,000 reserve trust to secure performance of its obli- 
gations, SICO’s paid-in capital is at least $250,000, SICO 
has obtained a $150,000 bank line of credit and respon- 
sible SICO shareholders have agreed to guarantee lines of 
credit totaling $250,000. Exemption from Section 14(a) 

is therefore justified. 


Each planholder will automatically become a member of 
applicant’s sponsor and will be entitled to one vote per plan 
owned in the election of the sponsor's directors and other 
corporate matters. Voting rights will not vary with the 

size of a planholder’s savings or investment trust accounts. 
Under these circumstances exemption from Section 18(i) 
of the Act, which requires that the stockholders of invest- 
ment companies have equal voting rights, is necessary. The 
plans are designed eventually to generate equal earnings 
transfers to the trust. An exemption from Section 18(i) is 
justified, therefore, as we held in the SC/ case, since “the 
possible variations in the amounts of different plans are 

not so substantial as to make it unreasonable as a practical 
technique to permit one vote per plan.” 19 / 


Accordingly, 1T 1S ORDERED, pursuant to Section 6(c) 
and other applicable provisions of the Investment Company 
Act, that exemptions for Pacific Scholarship Trust Sponsor- 
ed by Pacific Scholarship Fund from Sections 14(a) and 
18(i) of the Investment Company Act be, and they hereby 
are, granted. 


IT 1S FURTHER ORDERED that exemptions from Sections 





23(b) and 27(c) (1) of the Act be, and they hereby are, 
denied. 


By the Commission (Commissioners OWENS, LOOMIS, 
EVANS, and SOMMER), Chairman GARRETT not partici- 
pating. 


George A. Fitzsimmons 
Secretary 


1/ After appropriate notice, public hearings were held. 

An initial decision was waived, proposed findings and briefs 
were filed by the applicant and by our Division of Invest- 
ment Management Regulation, and we heard oral argument. 
The Education Cooperative Trust of America, which pro- 
posed operations requiring similar exemptions, was per- 
mitted to state its views with respect to the application. 
Our findings herein are based on our independent exami- 
nation of the record. 


2/ These include room, board, fees, and an allowance for 
books and supplies. 


3/ Applicant has suggested various methods of allocating 
such forfeitures which the Division has called inequitable. 
Applicant has offered to devise another which will meet 
with the Division’s approval. 


4/ See, e.g., The Great American Life Underwriters, Inc., 
41 S.E.C. 1, 5 (1960); see also Variable Annuity Life In- 
surance Company of America, \nvestment Company Act 
Release No. 4686, p. 4 (August 25, 1966). 


5/ Section 2(a) (27) of the Act defines “periodic payment 
plan certificate” as “(A) any certificate . . . or other 
security providing for a series of periodic payments by the 
holder, and representing an undivided interest . . . in a fund 
of securities purchased wholly or partly with the proceeds 
of such payments, and (B) any security the issuer of which 
is also issuing securities of the character described in clause 
(A) and the holder of which has substantially the same 
rights and privileges” as the holders of the periodic pay- 
ment certificates. 


6/ “It shall be unlawful for any registered investment com- 
pany issuing periodic payment plan certificates . . . to sell 
any such certificate, unless... [it] is a redeemable 
security.” 


Z/ Section 2(a) (32) defines redeemable security as “any 
security ... under the terms of which the holder .. . is 
entitled to receive approximately his proportionate share 
of the issuer’s current net assets .” 


8/ Investment Company Act Release No. 5524 (October 
25, 1968). 


9/ Id. atp. 9. 

10 / Id. 

11_/ Cf. the testimony of then Commissioner Healy before 
a subcommittee of the Senate Banking and Currency Com- 


mittee prior to the passage of the Investment Company 
Act: “It should hardly be necessary to point out that exis- 
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ting legislation is not adequate to meet the problems pre- 
sented by the investment company . . . The disclosure prin- 
ciple embodied in the Securities Act and Securities Exchange 
Act is a sound principle, but it has its limitations.” Hear- 
ings on S. 3580, 76th Cong., 3rd Sess., pp. 38-39 (1940). 
And before a House Interstate and Foreign Commerce sub- 
committee he stated that while the existing legislation re- 
quired disclosure, the pending investment company measure 
“is a regulatory measure. It undertakes to regulate certain 
practices and to stop certain things. And, the Securities Act 
undertakes no such results.” Hearings on H. R. 10065, 

76th Cong., 3rd Sess., p. 64 (1940). 


12 / See Sections 27(a) (1), (2) and (3), 27(d) and (h). In 
effect these provisions establish maximum rates and timing 
of loads which Congress considers reasonably may be for 
feited upon early lapse of installment plans. Hearings on 
S. 3580 Before a Subcommittee of the Senate Committee 
on Banking and Currency, 76th Congress, 3rd. Sess. p. 301 
(1940). 


13 / Thus transfer of the obligations of a plan to another 
person other than a generous relative would appear unlikely 
unless a new beneficiary is substituted, which may be done 
only before the tenth birthday of the original beneficiary 
or upon his death prior to entering his second year of 
higher education. 


14/ Applicant states its efforts would minimize forfeitures 
except those arising from “normal student attrition,” which 
it defines in general as a student’s failure to enter or con- 
tinue in higher education even though applicant's investor 
and student suitability standards are satisfied at the time of 
plan enrollment. Nevertheless applicant believes that for- 
feitures from such “normal” attrition will supply significant 
pay outs to eligible students. 


15 / With the savings deposits earning 5% compounded 
quarterly, the plans, which have been devised to produce 
approximately equal amounts of interest, would, if com- 
pleted, yield about $945 in interest. At 4%, the amount is 
$723 and at 6% it is $1,187. Of course forfeitures on plans 
lapsing before maturity would be less, e.g., for a ten year 
plan earning 4%, forfeited loads and uncompounded earnings 
total $99 upon lapse in the first year, $204 in the second, 
$352 in the fifth, and $827 in the tenth. 


16 / Applicant’s most optimistic projection of the average 
trust fund benefit per student per year is $780, including 
amounts reflecting projected forfeitures. 


17/ Applicant urges that even if there are no forfeitures, 
which applicant concedes is unlikely, an investor may still 
desire to participate in the plans in order to gain the bene- 
fits of his own earned interest at rates higher than regular 
passbook rates due to the pooling of such funds, at a maxi- 
mum cost of $210 in sales and administrative fees. There 

is no indication, however, that the interest increment would 
exceed the fees paid. 


18 / In the SC/ case, where, as noted earlier, an exemption 
from Section 27(c) (1) was granted, a related exemption 
from Section 23(b) was also granted. Investment Company 
Act Release No. 5524 at p. 10 (October 25, 1968). 
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INVESTMENT COMPANY ACT OF 1940 
Release No, 8066/October 18, 1973 


In the Matter of 


WADE FUND, INC. 

Suite 2224 Clark Tower 
5100 Poplar Avenue 
Memphis, Tennessee 38137 
(812-3491) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM SECTION 15(a) OF THE ACT 


The Commission, on September 7, 1973, issued a notice 
(Investment Company Act Release No. 7979) of an appli- 
cation by Wade Fund, Inc. (“Fund”), pursuant to Section 
6(c) of the Investment Company Act of 1940 (“Act”), for 
an order temporarily exempting Maury Wade Jr. ("Ad- 
viser”), an investment adviser registered pursuant to Section 
203 of the Investment Advisers Act of 1940, from the pro- 
visions of Section 15(a) of the Act which prohibit any per- 
son from serving as an investment adviser to a registered 
investment company except pursuant to a contract which 
has been approved by a vote of a majority of the outstand- 
ing voting securities of such registered company. Fund re- 
quests that the exemption be effective from July 26, 1973 
until a special meeting of Fund’s shareholders is held for 
the purpose of submitting to such shareholders a new in- 
vestment advisory agreement, but in no case longer than 
90 days after July 26, 1973. 





| 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated in the application unless a hearing should be 
ordered. 


On September 24, 1973, the Commission received a re- 
quest by the Independent Investor Protective League for a 
hearing on this matter. After consideration of the request, 
it does not appear to the Commission that a hearing on the 
application is necessary or appropriate in the public inter- 
est or for the protection of investors. 


The matter has been considered, and it is hereby found that 
the granting of the requested exemption is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 6(c) of 

the Act, that Maury Wade Jr. is exempted from the pro- 
visions of Section 15(a) of the Act, such exemption to be 
effective from July 26, 1973 until a special meeting of 
Fund’s shareholders is held for the purpose of submitting | 
to such shareholders a new investment advisory agreement, 
but in no case longer than 90 days from July 26, 1973. 


By the Commission. 


st, 
the 


that 


g 
nt, 





George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8067/November 1, 1973 


In the Matter of 


GENERAL FOODS OVERSEAS 
DEVELOPMENT CORPORATION 

250 North Street 

White Plains, New York 10602 

(812-3490) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING APPLICANT FROM CERTAIN CONDITIONS OF 
RULE 6c-1 


NOTICE IS HEREBY GIVEN that General Foods Overseas 
Development Corporation (“Applicant”) has filed an appli- 
cation for an order of the Commission pursuant to Section 
6(c) of the Investment Company Act of 1940 ("Act”) (i) 
rescinding the Commission's order issued on December 16, 
1965, exempting Applicant from all the provisions of the 
Act and the rules and regulations thereunder, subject to 
certain conditions specified therein and (ii) permitting 
Applicant to exclude investments in and loans to General 


Foods Corporation and its domestic subsidiaries from Appli- 


cant’s assets for purposes of determining whether Applicant 
meets the conditions of paragraphs (b) (6) and (7) of Rule 
6c-1 under the Act. Interested persons are referred to the 
application on file with the Commission for a statement of 
the representations therein which are summarized below. 


Applicant, a Delaware corporation, is a wholly-owned sub- 
sidiary of General Foods Corporation (“GF”), a publicly 
held company. Applicant was organized by GF in 1965 
for the primary purpose of financing the foreign business 
operations of GF in a manner consistent with the voluntary 
cooperation program instituted by President Johnson in 
February 1965 to improve the balance of payments of the 
United States through the issuance and sale of debt securi- 
ties outside of the United States. Pursuant to an applica- 
tion the filing of which was noticed on December 2, 1965 
(Act Release No. 4427), the Commission, on December 16, 
1965, issued an order exempting Applicant from all of the 
provisions of the Act and the rules and regulations there- 
under, subject to certain conditions specified therein (Act 
Release No. 4450). 


In furtherance of its primary purpose, in December 1965, 
Applicant issued directly to a limited number of purchasers 
outside the United States $12,000,000 principal amount of 
its 5-%% promissory notes due December 1, 1971-1980 
(the “Notes”); and in October 1967 Applicant issued to 
underwriters, for resale to foreign purchasers in a Euro- 
dollar public offering, $50,000,000 principal amount of its 
4-5/8% Guaranteed Debentures due October 1, 1982 

(the ” Debentures”) convertible into shares of common 
stock of GF. Both the Notes and the Debentures are 


| guaranteed by GF. 


At the time Applicant was organized in 1965, it was ex- 
pected that most of its assets would be invested outside 

the United States, eventually primarily in debt and equity 
securities of GF’s foreign subsidiaries. This would have 
satisfied the requirement that Applicant be formed or avail- 
ed of for the principal purpose of obtaining funds for for- 
eign issuers or obligors within the meaning of Section 4912 
(b) (3) of the Internal Revenue Code (the “IRC”) so that a 
United States person who acquired Notes or Debentures 
would have to pay the interest equalization tax imposed by 
Section 4911 of the IRC. This would also have permitted 
Applicant to satisfy the requirement that more than 80% 
of its gross income be derived from sources outside the 
United States so that interest payments on the Notes and 
Debentures made to non-resident aliens would be exempt 
from United States withholding tax pursuant to Section 
861(a) (1) (B) of the IRC. 


Notwithstanding Applicant's expectations, at June 30, 
1973, Applicant's investments in debt and equity securities 
of GF’s foreign subsidiaries aggregated only $9,053,000 
(including $3,043,000 of short-term investments) out of 
total assets of approximately $82,636,000. 


Although most of the funds borrowed by Applicant were 
not utilized as direct investments by Applicant in foreign 
subsidiaries of GF, these borrowings nevertheless did per- 
mit GF to expand its foreign operations in a manner con- 
sistent with the limitations of the Foreign Direct Investment 
Regulations (the “"FDIR”). A portion of Applicant's for- 
eign borrowings were used for FDIR reporting purposes to 
offset "direct investments” 1/ in affiliated foreign nationals 
of GF resulting from “net transfers of capital” 1/ by GF 
and its domestic subsidiaries (including Applicant) and 
from “reinvested earnings” 1/ of GF’s foreign subsidiaries. 
Having so used these proceeds for FDIR reporting purposes, 
Applicant was in fact required to invest such proceeds 
within the United States. 


Consequently a substantial portion of Applicant's assets has 
been temporarily invested in bank time deposits in the 
United States Virgin Islands. Such deposits are considered 
to be within the United States for FDIR compliance pur- 
poses, but the interest earned thereon is considered to be 
income from sources outside the United States for purposes 
of Section 861(a) (1) (B) of the IRC. 


Pursuant to amendments to the IRC effective April 1, 1971, 
a domestic corporation may elect under Section 4912(c) 

of the IRC to have certain of its debt obligations made 
subject to the Interest Equalization Tax. If such election 

is made, then, pursuant to Section 861 (a) (1) (G), no with- 
holding tax is required on interest payments made to non- 
resident aliens with respect to such debt obligations irres- 
pective of whether the issuer’s income is from sources with- 
in or without the United States. Although it will not be 
possible to make that election in regard to Applicant's 
Notes (because the Notes were sold directly to the pur- 
chasers rather than through underwriters), Applicant has 
determined to make the election permitted under Section 
4912(c) of the IRC with respect to its Debentures. That 
election will have the effect of permitting Applicant to in- 
vest its assets in the United States without regard to the 
requirement of Section 861(a) (1) (B) of the IRC that 
more than 80% of its gross income be derived from sources 
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outside the United States to avoid the payment of withhold- 
ing tax on interest payments to non-resident aliens. But un- 
less Applicant is relieved of the obligation to invest its 
assets in accordance with the intentions expressed in its 
1965 application for its exemption order, or in accordance 
with the conditions contained in paragraphs (b) (6) and 

(7) of Rule 6c-1, referred to below, it will be necessary for 
Applicant to limit its investments in the United States large- 
ly to United States Government securities and cash items. 
Applicant believes that much better use of its assets could 
be made if Applicant were free to make investments in and 
loans to GF and GF’s domestic subsidiaries. 


Rule 6c-1 exempts from all provisions of the Act a domestic 
subsidiary of a corporation organized to finance the foreign 
operations of the corporation, provided various conditions 
are met. Applicant presently meets all of these conditions, 
but the provisions of paragraphs (b) (6) and (7) would not 
permit Applicant to invest in and loan its assets to GF and 
GF’s domestic subsidiaries. Paragraph (b) (6) requires that, 
upon completion of the long term investment program of 

a finance subsidiary, at least 80% of its assets, exclusive of 
United States Government securities and cash items, con- 
sist of investments in or loans to foreign companies (or 
domestic companies substantially all the business of which 
is conducted outside the United States); and paragraph (b) 
(7) requires that at least 90% of its assets, exclusive of 
United States Government securities and cash items and 
short term foreign investments, be invested in or loaned to 
companies at least 10% of the equity securities of which 
are owned by the parent company of the finance subsidiary 
(which has the effect of limiting investments in or loans to 
the parent company to less than 10% of the assets of the 
finance subsidiary). 


The application states that the result desired to be accom- 
plished by the requested order could also be achieved by 
merging Applicant into GF, which would eliminate any 
need for an exemption from the Act. However, this would 
be less advantageous to Applicant and GF due to certain 
tax consequences principally involving foreign tax credits, 
and would involve substantial additional costs due to the 
necessity to supplement the agreements and indentures 
under which the Notes and Debentures are issued and to 
changes in the arrangements under which the Debentures 
are listed on the New York and Luxembourg Stock Ex- 
changes. Thus, it is desirable for these reasons for Applicant 
to continue in existence. 


Since the Notes and Debentures will continue to be subject 
to the Interest Equalization Tax and the proposed use of 
Applicant's assets to make investments in and loans to GF 
and its domestic subsidiaries will continue to be consistent 
with both the purpose of which Applicant was formed and 
the current program to improve the balance of payments 
position of the United States, Applicant contends that it is 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policies and provisions of the Act for the Commission 
to enter an order (i) rescinding Applicant’s existing order 
and (ii) permitting Applicant to exclude its investments in 
and loansto GF and GF’s domestic subsidiaries from 
Applicant's assets for purposes of determining whether 
Applicant meets the conditions of paragraphs (b) (6) and 
(7) of Rule 6c-1. 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 26, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of attorney-at-law, by certi- 
ficate) shall be filed contemporaneously with the request. 
As provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Term defined in the FDIR. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8068/November 1, 1973 


In the Matter of 


INVENTURE CAPITAL CORPORATION 
STUDLEY, SHUPERT & CO., INC. OF BOSTON 
BOUNTY IMPORTS, INC. 


and 


IRVING LEVINE 

441 Stuart Street 

Boston, Massachusetts 02116 
(812-3179) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER REGARDING JOINT 
PARTICIPATION BY AN INVESTMENT COMPANY 
AND AFFILIATED PERSONS. 


NOTICE IS HEREBY GIVEN that Inventure Capita! Corp., 
(the ““Fund”), a non-diversified, closed-end management 
investment company registered under the Investment Com- 
pany Act of 1940 (the “Act”), Studley, Shupert & Co., Inc. 
of Boston, (the “Adviser”), the Fund’s investment adviser, 
Bounty Imports, Inc. (“Bounty”), a company of which the 
Fund is the majority shareholder, and Mr. Irving Levine 
("Levine”), a vice-president and director of the Adviser 
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(hereinafter collectively called ‘Applicants’’), have filed an 
application for an order pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder permitting Levine to receive 
compensation in an amount not to exceed $10,000 annually 
in payment for his services as a business consultant to 
Bounty. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of the 
representations made therein, which are summarized below. 


The Fund has an investment objective of capital apprecia- 
tion to be achieved, in part, through venture capital invest- 
ments in small and unseasoned companies. The Fund owns 
51% of the outstanding shares of capital stock of Bounty, 
which is in the business of importing ladies’ handbags and 
specialty items. At the time Bounty was organized, ana 
contemporaneously with the Fund's investment in that 
company, the Fund entered into an agreement to guarantee 
the payment of Bounty’s indebtedness to the First National 
Bank of Boston up to the amount of $400,000. 


Applicants state that Levine has had considerable experience 
in the ladies’ handbag business, and that he has been actively 
involved in an advisory capacity in the day-to-day business 
management and operation of Bounty since its inception. 
His services include, among other things, advising Bounty 
regularly with respect to merchandising, style and design 
planning, and bookkeeping. In recent months, Applicants 
assert, Levine has devoted a substantial portion of his 
working hours to these activities. Levine is also a director 
of Bounty. 


Applicants contend that the services being performed by 
Levine for Bounty are not required of Levine or the Ad- 
viser under the advisory contract in effect between the 
Fund and the Adviser. Applicants further contend that 
such services are not customarily rendered by investment 
advisers of registered investment companies to companies in 


which such investment companies may have invested. There- 


fore, Applicants assert, Levine is entitled to the proposed 
compensation of up to $10,000 annually, which Bounty 
wishes to pay to Levine for his continued services, which 
compensation shall be separate from, and in addition to, 
any compensation to be paid to the Adviser pursuant to 
said advisory contract by the Fund. Levine shall not be 
entitled to any compensation in the event that there is a 
material reduction in the quantity of the advisory services 
rendered by him or if Bounty decides that it no longer 
wishes him to perform them. 


Applicants state that there will be no adjustment, direct 

or indirect, in Levine’s compensation from the Adviser on 
account of the receipt by him of compensation from 
Bounty under the arrangement proposed herein. Accord- 
ingly, there will be no financial benefit to the Adviser from 
such arrangement, other than the indirect benefit which 
would result if the Fund’s net asset value (and, therefore, 
the Adviser’s advisory fee ) increased by reason of the suc- 
cessful operation of Bounty. 


Applicants represent that the proposed compensation is 
reasonable in view of Levine’s considerable experience and 
expertise in the field, in view of the amount of time and 
expense involved in Levine’s performance of these services, 
and in view of the unlikelihood that a consultant of com- 
parable ability could be obtained by Bounty for that 
amount. 


Section 17(d) of the Act and Rule 17d-1 thereunder pro- 
vide, among other things, that it shall be unlawful, with 
certain exceptions not here applicable, for an affiliated 
person of a registered investment company or any affiliated 
person of such a person, acting as principal, to participate 
in, or effect any transaction in connection with, any joint 
enterprise or arrangement in which any such registered 
company or a company controlled by such registered com- 
pany is a participant unless an application for an order of 
exemption regarding such arrangement has been granted 

by the Commission, and that in passing upon such an appli- 
cation, the Commission shall consider whether the partici- 
pation of such registered investment company or controlled 
company in such arrangement is consistent with the pro- 
visions, policies and purposes of the Act, and the extent to 
which such participation is on a basis different from, or less 
advantageous than, that of other participants. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 26, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. Acopy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application herein will be issued by the Commission 

as of course following November 26, 1973, unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8069/November 2, 1973 


In the Matter of 


FIFTH EMPIRE FUND, INC. 
THIRD EMPIRE FUND, INC. 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 
(812-3475) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
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EXEMPTING CERTAIN TRANSACTIONS FROM SEC- 
TION 17(a) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Fifth Empire Fund, Inc. 
("Fifth") and Third Empire Fund, Inc. (“Third”), both 
registered as diversified, open-end management investment 
companies under the Investment Company Act of 1940 
(“Act”) (herein referred to collectively as " Applicants”), 
have filed an application pursuant to Section 17(b) of the 
Act for an order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed mer- 
ger of Third into Fifth as more fully described below. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants, both Maryland corporations, were created un- 
der substantially similar governing instruments as “exchange 
or swap” funds, that is, funds which issue their shares for 
shares of other companies. The investment objectives of 
Applicants are identical and may be characterized as long- 
term growth of capital and of income. The same individuals 
who serve as directors for Fifth also serve as directors for 
Third. Empire V. Research Corp. and T.E.F. Research 
Corp., both wholly-owned subsidiaries of Federated Inves- 
tors, Inc., act as investment advisers to Fifth and Third 
respectively, and Federated Research Corp., another wholly- 
owned subsidiary of Federated Investors, Inc., acts as sub- 
investment adviser to Third and Fifth. Accordingly, each 

of the Applicants may be deemed to be under common 
control, and, therefore, each of the Applicants may be 
deemed to be an affiliated person of the other within the 
meaning of Section 2(a) (3) of the Act. 


Applicants have entered into a Plan and Agreement of 
Merger (“Agreement of Merger”) which provides for the 
merger, pursuant to Maryland law, of Third into Fifth. 
Pursuant to a ruling by the Internal Revenue Service, the 
merger will constitute a tax-free reorganization, no gain or 
loss will be recognized by the Applicants or their share- 
holders as a result of the merger, and the assets of Third 
will have the same tax basis in the hands of Fifth as they 
had in the hands of Third. Approval of the Agreement of 
Merger requires the affirmative vote of the holders of a 
majority of the outstanding shares of each of the Appli- 
cants. If the Agreement of Merger is approved, it is anti- 
cipated that the merger will take place on December 1, 
1973. 


On the effective date of the merger, the outstanding shares 
of common stock of Third owned by each Third stock- 
holder will be converted into that number of full shares 
(and fractional interests in a full share) of Fifth as shal! have 
an aggregate net asset value, as of the last day on which 
the New York Stock Exchange is open for unrestricted 
trading prior to the effective date of the merger, equal to 
each Third stockholder’s pro rata interest in the value of 
the net assets of Third. Prior to the effective date of the 
merger, Fifth and Third will each declare a dividend to its 
respective stockholders consisting of substantially all of 
its undistributed net taxable investment income and net 
short-term capital gains. With respect to net long-term 
capital gains realized by Third from December 1, 1972, up 
to the effective date of the merger, Third will accrue the 
Federal tax payable thereon as a liability to be paid by 
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Fifth as the surviving corporation and in determining the 
number of shares of Fifth to be issued in the transaction a 
redemption in an amount equal to such tax will be made 
in the net asset value of Third. Fifth will distribute to its 
stockholders all of its net long-term capital gains realized 
from December 1, 1972 up to shortly before the effective 
date of the merger. 


No adjustment in the net asset values of the Applicants 
will be made to compensate for any potential Federal in- 
come tax impact on the shareholders of Applicants which 
may result from differences between the Applicants in 
the percentage of each Applicant's net unrealized capital 
appreciation to its net asset value. Applicants assert that 
such potential tax consequences to shareholders cannot 
practically be determined and that there is, therefore, no 
way in which such potential consequences can be offset in 
an equitable manner. Applicants contend, moreover, that, 
in any case, such consequences will be minor. 


If the proposed merger had taken place on November 30, 
1972, when Fifth had 622,735 shares outstanding and net 
assets of $11,883,984, and Third had 257,660 shares out- 
standing and net assets of $2,875,874, approximately 
150,705 shares of Fifth would be transferred to the share- 
holders of Third. On such date the net asset value per 
share for Fifth and Third were $19.08 and $11.16 respec- 
tively. 


Section 17(a) of the Act, in pertinent part, provides that 
it is unlawful for any affiliated person of a registered 
investment company or any affiliated person of such affi- 
liated person, to sell to, or purchase from, such investment 
company any security or property unless the Commission, 
upon application pursuant to Section 17(b) of the Act, 
grants an exemption from the provisions of Section 17(a) 
after finding that the terms of the proposed transaction 
are fair and reasonable and do not involve any overreaching 
on the part of any person concerned, that the proposed 
transaction is consistent with the policy of each registered 
investment company concerned, and that the proposed 
transaction is consistent with the general purposes of the 
Act. 


Applicants represent that the transaction is fair and reason- 
able and does not invoive overreaching by any party con- 
cerned in that the merger will be accomplished on the basis 
of the net asset values of Fifth and Third determined at 
the same point in time. Applicants assert that shareholders 
of both Applicants will benefit by the elimination of cer- 
tain presently duplicated expenses such as legal, proxy, and 
advisory expenses. In addition, greater investment flexi- 
bility both with respect to normal portfolio transaction and 
redemption procedures is expected. 


The aggregate expenses of both of the Applicants in con- 
nection with the proposed merger, including legal, ac- 
counting, transfer agent and other miscellaneous expenses, 
are estimated at $19,000. All such expenses will be al- 
located to each Applicant in proporation to its respective 
net asset value. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 27, 1973, at 5:30 p.m., sub 
mit to the Commission in writing a request for a hearing on 
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the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. Acopy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 

Proof of such service (by affidavit or in the case of an 
attorney-at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule O-5 of the 
Rules and Regulations promulgated under the Act, an 

order disposing of the application will be issued as of course 
following November 27, 1973, unless the Commission there- 
after orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 394/November 1, 1973 


See Investment Company Act Release No. 8054/November 
1, 1973. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 395/November 1, 1973 


See Investment Company Act Release No. 8055/November 
1, 1973. 
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Litigation Release No. 6113/October 29, 1973 


U.S. v. JOEL KLINE 
(D.D.C. Criminal No. 396-73) 


William R. Schief, Administrator of the Washington Regional 
Office of the Securities and Exchange Commission and 
Harold H. Titus, Jr., United States Attorney for the District 


of Columbia today announced that on October 25, 1973 
Joel Kline, Eric Adolph Baer, and Donald H. Abrams were 
sentenced. by the Honorable Gerhard A. Gessell, United 
States District Court Judge for the District of Columbia in 
connection with their pleas of guilty to one count of con- 
spiracy to obstruct justice. Kline received a sentence of 
twenty months to five years with service of such sentence 
being suspended with the exception of six months. Kline 
was also fined $10,000. Baer received a suspended sentence, 
a $10,000 fine, and placed on probation for three years. 
Abrams received a suspended sentence, a $7,500 fine, and 
placed on probation for two years. This matter involved 
conspiracy to obstruct justice and perjury in connection 
with an investigation by the SEC into several companies 
promoted by co-defendants Kline and Baer. 


For further information see Lit. Rel. Nos. 5889, 6016, 
6036, and 6058. 





Litigation Release No. 6114/October 30, 1973 
SEC v. TALLEY INDUSTRIES, INC., et a/. 


The Securities and Exchange Commission announced the 
filing of a complaint seeking injunctive and ancillary relief 
against Talley Industries, Inc., Peat, Marwick, Mitchell & Co. 
Franz G. Talley and Fred G. Schuller. The Commission’s 
complaint, filed in the U.S. District Court for the Southern 
District of New York and alleging violations of the anti- 
fraud, proxy and reporting provisions of the Federal securi- 
ties laws, arises out of a merger in May 1970 of Talley In- 
dustries, a Mesa, Arizona based manufacturer of products 
designed primarily for the U.S. Armed Forces, with General 
Time Corporation. During the period covered by the Com- 
mission’s complaint, Peat, Marwick was Talley’s indepen- 
dent public accountant, Franz Talley was president of 
Talley and Fred Schuller served as Talley’s treasurer and 
chief financial officer. 


The complaint alleges that Talley’s financial statements 

for the year ended March 31, 1969 and for the nine months 
ended December 31, 1969, which financial statements were 
included in a joint proxy statement mailed on or about 
April 16, 1970 to shareholders of Talley and of General 
Tire, were false and misleading in that earnings for such 
periods were greatly overstated. Talley, with the approval 
of Peat, Marwick, accounted for the cost of sales of pro- 
ducts (e.g., starter cartridges, bomb racks, pyrotechnics) 
manufactured at its Mesa, Arizona operations on a program 
cost basis. Talley’s earnings for the year ended March 31, 
1969 and for the nine months ended December 31, 1969 
were computed on the basis of a projection of sales for the 
Mesa operations in the year ended March 31, 1970 of $100 
million. The Commission does not take the position in 
this complaint that use of the program cost method of 
accounting is per se objectionable; rather, the complaint 
alleges that Talley’s method of accounting for cost of sales 
was not justified in the light of the nature of a material 
portion of the product lines of the Mesa operations and 
Talley’s lack of adequate accounting controls. 


As to the future sales projections used in computing Talley’s 
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earnings for the periods in question, the complaint alleges 
that no reasonable basis existed for determining the amount 
of future sales projected and no reasonable basis existed for 
the expectation of receipt by Talley of new contracts for 
production of its products to the extent of the amounts 
projected. The complaint also alleges that Talley’s pro- 
jections of future production costs had been made without 
any reasonable basis. 


According to the Commission’s complaint, Talley’s financial 
statements at March 31, 1969 classified at least $8.9 million 
in inventory, when such sum properly should have been 
treated as expense items on Talley’s income statement. If 
such excess costs had been treated as expense items rather 
than as an asset (i.e., inventory) the complaint alleges that 
Talley’s earnings for the year ended March 31, 1969 would 
have been $0.62 per common share, compared to the figure 
presented in the Talley - General Time proxy statement of 
$1.71 per share. 


The complaint zlleges that the false earnings statements in 
the proxy statements served to mislead former General Time 
shareholders by representing that the exchange ratio offered 
them by Talley was fair and reasonable, when in fact the 
ratio offered was unfair to General Time shareholders. In 
February 1970, following a hearing on the Talley-General 
Time merger held pursuant to provisions of the Investment 
Company Act of 1940, the Securities and Exchange Com- 
mission had approved the merger, ordering modified ex- 
change ratios whereby General Time shareholders received 
one share of Talley Series B Preferred for each share of 
General Time common stock and four shares of Talley Ser- 
ies B Preferred for each share of General Time preferred 
stock. The Commission's complaint alleges that Talley’s 
financial statements presented to it during the hearing pur- 
suant to the Investment Company Act were false and mis- 
leading, and as such alleges violations of Section 34(b) of 
the Investment Company Act. 


In the complaint, the Commission alleges that Talley’s fin- 
ancial statements for the nine months ended December 31, 
1969 (those included in the proxy) reflected earnings based 
on projected sales for the year ending March 31, 1970 of 
$100 million, but such financial statements failed to dis- 
close that the actual sales for Talley’s Mesa operations for 
the nine months ended December 31, 1969 were only $18 
million and that it was evident that the projected sales level 
of $100 million for the fiscal year ending March 31, 1970 
would not be realized. 


Additionally, the complaint alleges that on May 10, 1970, 
four days before the shareholders’ meetings of Talley and 
of General Time, Peat, Marwick issued a “cold comfort” 
letter to the directors of Talley, with the understanding 
that such letter was furnished for the information of the 
Board of Directors of General Time. In such letter, Peat, 
Marwick stated that nothing had come to its attention 
which caused it to believe that the financial statements 
included in the proxy statement required “any material 
adjustments for a fair and reasonable presentation of the 
information shown”. However, the complaint alleges that 
by the date of such letter Peat, Marwick knew that the 
actual sales for Talley’s Mesa operations for the full year 
ended March 31, 1970 had been only $24.7 million, con- 
trasted to the $100 million of projected sales which had 
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furnished the basis for the earnings computations included 
in the proxy statement. Accordingly, the complaint alleges 
that Peat, Marwick should have disclosed in its comfort letter 
that a write-off of Talley’s accumulated excess costs, with 
consequent material adjustments to Talley’s financial state- 
ments, would be required. 


In support of its prayer for injunctive relief against Peat, 
Marwick, the Commission alleges that on October 31, 1963, 
the Commission agreed to dismiss a private proceeding in- 
stituted pursuant to Rule 2(e) of the Commission’s Rules 
of Practice, which proceeding had been ordered by the 
Commission to determine whether Peat, Marwick should 
be denied the privilege of appearing or practicing before 
the Commission. The order dismissing the proceeding was 
based on an offer of settlement made in a letter from Peat, 
Marwick to the Commission whereby Peat, Marwick under- 
took to establish and follow certain internal practices and 
auditing standards. In part, Peat, Marwick’s offer of settle- 
ment, which was accepted by the Commission, stated that 
”... in any engagement involving [ Peat, Marwick’s ]_cer- 
tification of financial statements destined for filing with 
the SEC, that unless appropriate means of verification and 
substantiation are available and it has been satisfactorily 
verified and substantiated, a representation of fact made to 
Peat, Marwick by, or in behalf of, the management of the 
client will not be taken into account, and no certification 
will be made in any case where the accuracy of such repre- 
sentation is a material factor in considering whether the 
financial statements being examined present fairly the 
client's financial position.” The complaint further alleges 
that Peat, Marwick failed to comply with the terms of its 
above-quoted undertaking in its preparation, review, audit, 
and certification of Talley’s financial statement in question. 


The Commission’s complaint seeks broad injunctive and 
ancillary relief, including an order directing Peat, Marwick 
to implement methods and procedures designed to prevent 
the recurrence of the violative conduct alleged in the com- 
plaint and “such ancillary relief as is necessary and appro- 
priate under the circumstances to redress the wrongs suffer- 
ed by the former shareholders of General Time by reason 
of the acquisition of General Time Corporation by Talley 
having been effected pursuant to an exchange ration which 
had been determined on the basis of false and misleading 
information...” 





Litigation Release No. 6115/October 29, 1973 


SEC v. GULF INVESTING CORPORATION, et al. 
(M.D. Fla.) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and Michael J. Stewart, Associate Administrator, 
Miami Branch Office, of the Securities and Exchange Com- 
mission, today announced the filing of a complaint in the 
United States District Court for the Middle District of 
Florida at Tampa, Florida, seeking an injunction and other 
equitable relief against Gulf Investing Corporation (“Gulf”) 
and James E. Midkiff (“Midkiff”), both of St. Petersburg, 
Florida. The complaint charges that Gulf and Midkiff, 
singly and in concert, violated Section 17(a) of the Securi- 
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ties Act of 1933 and Section 10(b) of the Securities Ex- 
change Act of 1934 and Rule 10b-5, thereunder, in con- 
nection with the offer and sale of the common stock of 
Gulf, a Florida corporation. The complaint, in addition to 
injunctive relief, seeks a court order for a receiver, an ac- 
counting and a disgorgement of property obtained in the 
alleged illegal transactions. 





Litigation Release No. 6116/October 30, 1973 


SEC v. BANKERS TRUST COMPANY, INC. OF NEW 
MEXICO, et al. (W.D. Tex Civil Action No. EP-73-CA-225) 


The Denver Regional Office of the Securities and Exchange 
Commission announced that on October 24, 1973, the 
Honorable Ernest Quinn, United States District Judge for 
the Western District of Texas, El Paso Division, entered a 
Final Judgment (permanent injunction), permanently en- 
joining Centennial Investment Associates, Inc. of El Paso, 
Texas and Frank Annunizato of El Paso, Texas, and an 
order preliminarily enjoining Bankers Trust Company, Inc. 
of Albuquerque, New Mexico, Ernie W. Totten of El Paso, 
Texas, Donald W. Chave, William Annos and Arthur Hertz- 
berg of Pheonix, Arizona and Jerry McFarland of Denver, 
Colorado, from violating the registration and anti-fraud 
provisions of the Federal securities laws. The Court also 
entered Findings of Fact and Conclusions of Law in Support 
of the Preliminary Injunction. The defendants Centennial 
Investment Associates, Inc. of El Paso, Texas and Frank 
Annunizato of El Paso, Texas consented to the entry of the 
permanent injunction without admitting or denying the 
allegations of the Commission’s complaint. 


The complaint alleged that the defendants had been offer- 
ing and selling securities in the form of beneficial interests 
in trust funds, investment contracts, notes and evidences of 
indebtedness issued by Bankers Trust Company, Inc. of 
New Mexico and Centennial Investment Associates, Inc. 

in that such securities were not registered with the Com- 
mission as required by the Securities Act of 1933. 


The complaint also alleged that in the offer and sale of the 
securities, defendants made material misstatements and 
omitted to state material facts to purchasers and prospec- 
tive purchasers. 





Litigation Release No. 6117/October 30, 1973 


U.S. v. CHARLES T. DOLAN (D. Colo Criminal Action 
No. 73-CR-280) 


James Treece, United States Attorney for the District of 
Colorado, and the Denver Regional Office of the Securities 
and Exchange Commission announced that on October 25, 
1973 Judge Fred Winner of the Federal District Court in 
Denver sentenced Charles T. Dolan to six months imprison- 
ment to be followed by four years probation. On October 
3, 1973, Judge Winner accepted Dolan’s plea of one count 
of securities fraud in the sale and distribution of common 


stock of United States Investment Corporation. 


For further information see Litigation Releases 6046 and 
6087. 





Litigation Release No. 6118/October 30, 1973 


SEC v. ROBERT S. TRIPPET, HOME-STAKE 
PRODUCTION COMPANY, et al (N.D. Okla.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission today announced that Federal District Judge Fred 
Daugherty on October 25, 1973 at Tulsa, Oklahoma 
entered an order of permanent injunction by consent 
against Robert S. Trippet of Tulsa. 


The order of permanent injunction enjoined Trippet from 
further violations of the registration, anti-fraud, periodic 
reporting requirements, false prospectus and false filing of 
registration statements provisions of the federal securities 
laws in the offer and sale of the securities issued by Home- 
Stake Production Company and its 1964 through 1972 
Program Operating Corporation subsidiaries. 


Trippet consented to the entry of the order of permanent 
injunction without admitting or denying the allegations 
in the Commission’s complaint filed September 11, 1973. 


For further information see Litigation Release Nos. 6055, 
6071 and 6077, and Securities Exchange Act Release No. 
10347. 





Litigation Release No. 6119/October 30, 1973 


Jule B. Greene, Administrator, and Michael J. Stewart, 
Associate Administrator, of the Atlanta Regional Office 

of the Securities and Exchange Commission, today an- 
nounced that the Honorable Ben Krentzman, United States 
District Judge for the Middle District of Florida, at Tampa, 
on application of the Commission, issued an order tempor- 
arily restraining James E. Midkiff and Gulf Investing Cor- 
poration (“Gulf”), both of St. Petersburg, Florida, from 
violating Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
("Exchange Act”) and Rule 10b-5 thereunder. Judge 
Krentzman’s order will expire at noon on November 20, 
1973 (Number 73-537 Civ. T-K). 


The order also prohibits any direct or indirect transfer or 
withdrawal of defendant Gulf’s assets with the exception 
that payment of current operating expenses of Gulf’s two 
funeral homes in Pinellas County, Florida, can be made 
without violating the order. Similarly restrained during 
the order’s pendency are any suits or attachment proceed- 
ings directed toward the assets of defendant Gulf. For 


further information refer to Litigation Release No. 6115. 
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Litigation Release No. 6120/October 31, 1973 


SEC v. VIP PHONE OF DELAWARE, INC., et al. 
(D. Delaware) 


William R. Schief, Administrator of the Washington Regional 
Office of the Securities and Exchange Commission, today 
announced that on October 25, 1973, the Commission 

filed a Complaint in the U.S. District Court, Wilmington, 
Delaware, seeking to enjoin VIP Phone of Delaware, Inc., 
National Enterprises, Inc., Delaware Securities, Inc., Inter- 
nationa! Magfilm, Inc., and Peter James, all of Ocean View, 
Delaware, from further violations of the anti-fraud provi- 
sions of the federal securities laws. 


The Commission’s Complaint alleges that the defendants 
violated Section 17 of the Securities Act of 1933 and Sec- 
tion 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder in connection with the offer and 
sale of common stock of International Magfilm, Inc. and 
VIP Phone of Delaware, Inc., formerly named Dial-A-Bet 
of Delaware, Inc. The Complaint alleges that defendants 
failed to disclose numerous material facts, including the 
poor financial condition of VIP Phone of Delaware, Inc. 
and International Magfilm and that they employed frau- 
dulent and high-pressure sales techniques in connection 
with the sale of these securities. The Complaint also alleges 
that defendants used a majority of the proceeds from these 
sales for purposes other than those disclosed to investors. 


As of yet, no hearing date has been set by the Court on the 
Commission’s Motion for a Preliminary Injunction. 





Litigation Release No. 6121/October 31, 1973 
S.E.C. v. DUMONT CORPORATION, et al. 


Herbert J. Stern, United States Attorney for the District of 
New Jersey and William D. Moran, Administrator of the 
Commission’s New York Regional Office announced that 

a federal grand jury sitting in Newark, New Jersey today 
returned a seven count indictment charging five individuals 
with conspiring to violate various provisions of the federal 
securities laws and for violating federal tax laws. 


The persons named in the indictment are: 


Name Age Address 

Salvator “Sammy” Badalamenti 55 Fort Lee, New 
Jersey 

Seymour “Sy” Pollack 61 Fort Lee, New 
Jersey 

Norman Forsyth 37 Park Ridge, New 
Jersey 

Don Nell 40 Wallingford, Pa. 

David Pedley 40 Los Angeles, 
Calif. 
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The indictment charges the five defendants with conspiring 
to defraud purchasers of the stock of Dumont Corporation, 
Fort Lee, New Jersey, by means of fraudulent stock market 
transactions, issuance of false financial statements and by 
means of inaccurate representations concerning the com- 
pany’s business and future prospectus. The indictment 
further alleges that the defendants received an aggregate of 
$1,597,000 from their unlawful transactions in Dumont 
stock. Defendants Pollack, Forsyth and Nell were further 
charged with failing to file tax returns for the years during 
which the stock sales took place and defendants Nell and 
Badalamenti were charged with making false declarations 
on their tax returns for the year 1968. 


The matter was presented to the grand jury by Special 
Attorney Liam S. Coonan and Robert Clark, an attorney 
assigned to the Fraud Section of the Department of Justice 
in Washington, D. C. The investigation was conducted by 
staff members of the Commission’s New York Regional 
Office and agents of the Intelligence Division of the In- 
ternal Revenue Service. 


On April 8, 1969 the Commission’s New York Regional 
Office had filed a Complaint in the United States District 
Court for the Southern District of New York seeking to 
enjoin 44 defendants from further violations of the regis- 
tration and anti-fraud provisions of the federal securities 
laws in connection with the sale of the common stock of 
Dumont Corporation. Permanent injunctions have been 
obtained against all defendants. 


For further details, see Litigation Release Nos. 4279, 
4318, and 4348. 





Litigation Release No. 6122/November 1, 1973 
U.S. v. STANLEY GOLDBLUM, et al. 


William D. Keller, United States Attorney for the Central 


District of California, and Gerald E. Boltz, Regional Admin- 


istrator of the Los Angeles Regional Office of the Securities 
and Exchange Commission, announced that on November 
1, 1973 a Federal Grand Jury in Los Angeles, California, 
returned a 105-count indictment against 22 individuals on 
charges arising out of alleged fraudulent activities relating 
to EQUITY FUNDING CORPORATION OF AMERICA 
(EFCA), a financial services corporation based in Century 
City, California, formerly traded on the New York Stock 
Exchange. 


Charged were: 


-STANLEY GOLDBLUM, 46, of Beverly Hills, Califor- 
nia, former President and Chairman of the Board of EFCA; 


-SAMUEL B. LOWELL, 34, of Pacific Palisades, Calif- 
ornia, a former Executive Vice President of EFCA; 


-JEROME H. EVANS, 51, of Beverly Hills, California; 


--FRED LEVIN, 50, of Malibu, California, a former 
Executive Vice President of EFCA; 
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--MICHAEL E. SULTAN, 30, of Beverly Hills, California; 


--JAMES CYRUS SMITH, JR., 35, of Marina del Rey, 
California; 


--ARTHUR STANLEY LEWIS, 30, of Toluca Lake, 
California; 


-~DAVID JACK CAPO, 29, of Sherman Oaks, California; 


--LLOYD DOUGLAS EDENS, 31, of Santa Monica, 
California; 


--LAWRENCE GREY COLLINS, 33, of Sini, California; 
--JAMES HOWARD BANKS, 35, of Encino, California; 
--WILLIAM MERCADO, 32, of Northridge, California; 
--DONALD McCLELLAN, 32, of Northridge, California; 


--WILLIAM EDWARD SYMONDS, 34, of Mar Vista, 
California; 


--LESTER M. KELLER, 32, of Canoga Park, California; 
~ALAN LEWIS GREEN, 25, of Los Angeles, California; 
- JULIAN S. H. WEINER, 50, of Beverly Hills, California; 


--MARVIN AL LICHTIG, 45, of Woodland Hills, Calif- 
ornia; 


--SOLOMON BLOCK, 44, of Granada Hills, California; 


--GARY STANLEY BECKERMAN, 33, of Los 
Angeles, California; 


--MARK CHARLES LEWIS, 25, of Van Nuys, California; 
and 


--RICHARD GARDINIER, 27, of Los Angeles, Calif- 
ornia. 


All of the defendants were formerly employed at EFCA, 
with the exception of Julian Weiner and Solomon Block. 
Julian Weiner is a former partner and Solomon Block is a 
former principal of the accounting firm of Wolfson, Weiner, 
Ratoff & Lapin (later merged with Seidman & Seidman), 
independent public accountants for EFCA and most of its 
subsidiaries. Marvin Lichtig is a former partner of the 
accounting firm and later became an Executive Vice Presi- 
dent of EFCA. 


The indictment charges all the individuals with conspiring, 
during the period January, 1965 through the beginning of 
April, 1973, to commit several federal violations including 
fraud in the sale of securities, filing of fraudulent registra- 
tion statements under the Securities Act of 1933, filing 
fraudulent reports under the Securities Exchange Act of 
1934, mail fraud, bank fraud, interstate transportation of 
securities taken by fraud, interstate transportation of 
counterfeit securities and electronic eavesdropping. In addi- 
tion, the defendants are charged in various substantive 


counts with having actually committed the offenses which 
were the objects of the conspiracy, with the exception of 
the interstate transportation of counterfeit securities. 


According to the allegations in the indictment, during the 
period of the conspiracy, Goldblum would set periodic 
goals for EFCA’s earnings and growth, which he knew 
would not be achieved through legitimate business oper- 
ations. The indictment also charges that Goldblum would 
arrange with various officers and employees of EFCA and 
its subsidiaries to make fictitious entries to various accounts 
on the books and records of the corporation and its subsi- 
diaries so as falsely to portray the income and assets of 
EFCA. Among the subsidiaries whose books were allegedly 
affected was Equity Funding Life Insurance Company 
(EFLIC). It is also charged that because of the need for 
income and operating capital, various of the defendants 
made use of computers to create data relating to fictitious 
insurance policies, which policies were then re-insured with 
other insurance companies. EFLIC purportedly collected 
commissions on the sale of these policies and also collected 
money from death claims made on the fictitious policies. 


The indictment further alleges that in order to provide 
bank-up documents for fictitious insurance policies and 
factitious assets of both EFCA and EFLIC, various defen- 
dants assisted in manufacturing fictitious insurance policy 
files; in counterfeiting bank documents, bank stationery, 
securities purchase confirmations and bonds; and in mail- 
ing fictitious documents to various auditors. 


The independent accountants who are charged in the in- 
dictment are alleged to have intentionally conducted in- 
complete and insufficient audits of EFCA, which resulted 
in the acceptance of certain fictitious items for auditing 
purposes and the issuance of unqualified CPA certifications 
of EFCA’s yearly financial statements. 


According to the charges in the indictment, the effect of 
the false financial statements was to fraudulently increase 
the market price of EFCA stock and support investor con- 
fidence in EFCA, thereby enabling EFCA to borrow money 
from banks, make successful debenture offerings and con- 
clude mergers. It also allegedly enabled various of the de- 
fendants to sell personally held EFCA stock at artifically 
inflated levels. 


As set forth in the indictment, the electronic eavesdropping 
took place in March, 1973 when various state insurance 
examiners were looking into EFCA’s books and records. 
Certain of the defendants are charged with attempting to 
discover the course and direction of the examination by 
intercepting conversations to which the examiners were 
party, both in person and over the telephone. 


The indictment is a product of a joint seven-month investi- 
gation conducted by the Securities and Exchange Com- 
mission, the Federal Bureau of Investigation, the Postal 
Inspection Service, the Illinois and California Departments 
of insurance and the United States Attorney's office, 
together with the Illinois Attorney General's office. 
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Litigation Release No. 6123/November 2, 1973 


USA v. IRWIN RUDNET, GERALD RUDNET, MARTIN 
DELANEY and PATRICK BRADY 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on October 3, 1973 Patrick Brady pled guilty 
to one count of conspiracy to violate the anti-fraud pro- 
visions of the Securities Exchange Act of 1934. Sentencing 
for Brady was set for January 2, 1974. 


Brady, formerly a principal of Morgan Kennedy & Co., Inc., 
a New York broker-dealer currently being liquidated pur- 
suant to the Securities Investor Protection Act of 1970, 
had been charged, among others, with using bribes to 

cause another broker-dealer to borrow stock from Morgan 
Kennedy thereby alleviating Morgan Kennedy’s serious cash 
shortages. 


Irwin and Gerald Rudnet, indicted along with Brady, pre- 
viously pled guilty and were each given a one year suspend- 
ed sentence. A trial date of January 2, 1974 has been set 
for the remaining defendant, Martin Delaney. 


For further information, see Litigation Release Nos. 5822 
and 5955. 





Litigation Release No. 6124/November 2, 1973 


SEC v. LIGGETT & MYERS, INCORPORATED and 
DANIEL EDWARD PROVOST, III (S.D.N.Y.) 


The Securities and Exchange Commission announced that 
on November 1, 1973, the Honorable Thomas P. Griesa, 
United States District Judge for the Southern District of 
New York, signed an Order of Permanent Injunction against 
Liggett & Myers, Incorporated ("L&M”) and Daniel Edward 
Provost, Ill. The order enjoins the defendants L&M and 
Provost from further violations of Section 10(b) of the 


Securities Exchange Act of 1934 and Rule 10b-5 there- 
under with respect to the use of material non-public infor- 
mation concerning L&M by any person and orders defen- 
dant L&M to implement and hereafter supervise employees’ 
compliance with a written statement of policy with respect 
to disclosure of material non-public information. The 
defendants consented to the entry of the permanent 
injunction without admitting or denying the allegations of 
the Commission’s complaint which was filed on June 25, 
1973. 


The Commission’s complaint alleged that Provost informed 
various security analysts, financial institutions and other 
persons of a forthcoming Liggett & Myers news announce- 
ment on July 18, 1972 prior to such information being 
released to the public. L&M announced on July 18, 1972 
that preliminary net earnings for the first six months of 
1972 were between $1.40 and $1.50 per share versus 
$1.80 for the same period in 1971. 


For further information, see Litigation Release No. 5943. 








TRUST INDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
Release No. 347/November 2, 1973 


The Securities and Exchange Commission has granted the 
application of Bankers Trust New York Corporation for a 
finding that the trusteeships of The Bank of New York 
under two existing indentures, dated as of May 31, 1966 
and March 1, 1971 respectively, qualified under Trust In- 
denture Act of 1939 (the ”Act”) and one existing indentu 
dated December 15, 1963, not so qualified under the Act 
are not so likely to involve a material conflict of interest 
as to make it necessary in the public interest or for protec- 
tion of investors to disqualify The Bank of New York fro 
acting as trustee under these indentures. 
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